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The EU budget 2003 was the first to be established, implemented and controlled according to
the new Financial Regulation. This new regulation entered into force in January 2003 and re 
placed its 25 year old predecessor. It covers rules on the establishment of the budget according
to policy areas, clearly attributes roles to all those involved in the budgetary process, lays down
rules on awards of grants, contracts, accounting and control provisions, and strengthens bud 
getary principles. It provides a comprehensive rulebook for modern financial management in all
aspects of the EU budget. 
For the year 2003 the Union was entrusted with a budget of EUR 99.7 billion in commitment
appropriations, an increase of only 0.26 % over the 2002 budget. The payment appropriations
amounted to EUR 98.4 billion, which represented only 1.02 % of Community gross national in 
come (GNI). This budget successfully combined budgetary rigour while meeting European poli 
cy priorities. The funds were used to prepare for enlargement, to foster stability and security in
the EU and outside, as well as to encourage sustainable and inclusive economic development. 
As in previous years specific new demands occurred in the field of foreign policy. Funding was
secured for humanitarian aid and a first tranche of reconstruction aid for Iraq after the war. The
role of the EU in foreign policy was strengthened when the EU budget took over financing of a
joint European police force in Bosnia Herzegovina, asserting the Community aspects of joint
actions to ensure stability.
The exceptional heat and drought in summer 2003 had an impact on spending on agriculture. To
help farmers, payments normally scheduled for 2004 were advanced to 2003. The climatic con 
ditions also caused major forest fires in Portugal, Spain and France. The new Solidarity Fund in 
strument, only created in 2002, provided Union aid for the affected regions.
At the end of 2003 a total of EUR 90.6 billion had been spent. EUR 5 billion was already hand 
ed back to Member States during the year, EUR 2.2 billion was carried over to 2004, and a sur 
plus of EUR 5.5 billion entered into the 2004 budget thus lowering the contributions from
Member States to that budget. 
Important steps for the preparation of enlargement to 10 new Member States were taken in
2003. In December 2002 agreement was reached at the Copenhagen European Summit on
amounts for the new Member States for the period 2004–06. In spring 2003 the Financial Per 
spective was adjusted accordingly, to have all necessary preparations ready in time for the sign 
ing of the Accession Treaties in April 2003 in Athens as planned. The adjusted Financial Per 
spective also includes budgetary provisions for the Turkish Cypriot Community in the event of
the settlement of the de facto division of the country.
In 2003 the Commission started to prepare the next financial framework for the years 
2007–13 as the current financial perspective, decided at the 1999 Berlin Summit will expire at
the end of 2006. The Commission has focussed on the objectives that the Union wishes to
achieve in the next years. The EU is aiming to become the most competitive and dynamic
knowledge based economy in the world by 2010. It aims to create an area of freedom, security
and justice. Europe has decided to take on more responsibilities in the wider world and the inte 
gration of the new Member States should make a success of enlargement. At the same time, the
proposal must respect budgetary discipline and rigour. 
The Commission’s proposed figures are both ambitious and sensible. Despite enlargement and a
reorientation towards new priorities, they fully respect the ceiling for the size of the EU budget
that currently applies, and which the Member States agreed for a Union of 15 several years ago.
They even stay well below this maximum of 1.24 % of EU national income with an average of4
1.14 % of EU GNI over the period. With its proposal ‘Building our common future: policy chal 
lenges and budgetary means of the enlarged Union, 2007 2013’the Commission has opened the
negotiations. It is convinced that the EU budget offers real value added for the areas it covers.
This report on the 2003 budget shows in how many areas the EU is active with the help of the
EU budget, which makes up less than 2.5 % of public expenditure. For that, EU citizens have
the advantages of an internal market, a highly developed common agriculture, the economic
support for the poorer regions to encourage cohesion, a high level of environmental protection,
joint research actions, support for mobility of students and teachers, trainees to learn with and
from each other and, last but not least, the largest and most successful peace project in the
world. That shows just how good an investment the EU budget really is.
Michaele Schreyer5
Page
1. The economic situation of the European Union in 2003 7
2. The financial framework of the European Union: 
future challenges for the enlarged Union 2007–13 9
3. Establishing the 2003 budget 14
4. EU budget revenue in 2003 21
5. Budget implementation in 2003 26
6. Policy areas and activities by activity-based budgeting 34
— Economic and financial affairs 36
— Enterprise 38
— Competition 40
— Employment and social affairs 42
— Agriculture and rural development 44
— Energy and transport 46
— Environment 50
— Indirect research 52
— Information society 56
— Direct research 58
— Fisheries 60
— Internal market 62
— Regional policy 64
— Taxation and customs union 66
— Education and culture 68
— Press and communication 70
— Health and consumer protection 72
— Justice and home affairs 74
— External relations 76
— Trade 80
— Development and relations with ACP countries 82
— Enlargement 84
— Humanitarian aid 86
— Fight against fraud 90
CONTENTS6
Page
7. Fight against fraud 91
8. Borrowing and lending activities 96
9. Treasury report 101
10. European Development Fund 103
Annexes
I: Evolution of the budget of the European Union 1958–2003 109
II: Extract from the provisional consolidated annual accounts of the European Union 1211. THE ECONOMIC SITUATION 
OF THE EUROPEAN UNION IN 2003
7
The turnaround in economic activity in the
EU came in the third quarter of 2003. GDP in
the euro area increased by 0.4 % quarter on 
quarter in the third quarter, after three quarters
of stagnation. Data from survey indicators
suggest a consolidation of the pace of the re 
covery during the fourth quarter of 2003. In
the third quarter of 2003, net exports stopped
being a drag on economic activity, as foreign
demand increased. Exports of goods and ser 
vices grew by 1.8 % in the third quarter after
three quarters of negative growth. Imports, on
the other hand, remained negative, reflecting
the weakness of domestic demand. In the au 
tumn 2003 forecast, the average growth rate
of GDP was estimated to be 0.8 % in the EU
as a whole and 0.4 % in the euro area in 2003.
Private consumption grew by 0.3 % in the
third quarter for the EU as a whole. However,
in the euro area private consumer spending
grew by only 0.1 % in the third quarter. Stub 
born inflation and uncertainties regarding em 
ployment growth are still weighing on con 
sumer confidence and probably pushing the
savings rate up. Ongoing pension reform
plans in several Member States might also
have contributed to an upward adjustment of
savings. Investment fell during each of the
first three quarters of 2003. However, the
speed of the decline in investment slowed
down through the year. From a 1.2 % quarter 
on quarter fall in the first quarter, the negative
growth of investment was no more than 0.2 %
in the third quarter. Preliminary information
based on business surveys suggests better
prospects for investment growth in the fourth
quarter of 2003.
Exports and imports of goods and services
had been on a decelerating trend since the be 
ginning of 2001, primarily because of weak
global demand. The growth contribution of
net exports turned negative in the last quarter
of 2002. However, in the third quarter of
2003, the improved global environment boost 
ed exports significantly, leading to a large
positive contribution of net exports to GDP
growth.
Inflation, measured by the harmonised index
of consumer prices (HICP), in the European
Union as a whole slowed to 1.8 % year on 
year in December 2003 from 2.3 % in March.
Since April, headline inflation has not exceed 
ed the annual rate of 2 %. Core inflation
(headline excluding unprocessed food and en 
ergy) hovered within the range of 1.7 and 2 %
throughout 2003. In the euro area, HICP infla 
tion was slightly higher than that for the EU
as a whole, reaching 2 % in December. Al 
though it dipped below 2 % in July, inflation
was then boosted by rises in energy and un 
processed food prices.
Employment growth was flat in the first half
of 2003 and weak employment for the second
half of the year is expected, in part reflecting
a delayed response to the recent slowdown in
economic activity. At sectoral level, some
contrasting developments were apparent, as
employment continued to contract in agricul 
ture and in industry, while it increased in ser 
vices and construction. The rise of the unem 
ployment rate in the euro area, standing at 8.8
% in December, was limited when compared
with the 8.6 % recorded in December 2002.
The EU 15 unemployment rate stood at 8 %
in December 2003, while it was 7.9 % one
year earlier. However, in several Member
States the unemployment rate continued to in 
crease rather sharply.
The general government deficit for the EU as
a whole is estimated to have widened (accord 
ing to the autumn 2003 forecasts) to 2.7 % of
GDP in 2003 from 1.9 % in 2002. For the
euro area the deficit climbed to 2.8 % of GDP
in 2003 compared with 2.2 % of GDP in
2002. In 2003, the general government bal 8
ance deteriorated in almost all EU countries.
The debt to GDP ratio for the EU as a whole
is estimated at 64.1 % in 2003, compared with
62.5 % in 2002. For the euro area, the debt to
GDP ratio increased to 70.4 % in 2003, from
69 % in 2002.
Stock markets reached their lowest levels
since 1997 just before the outbreak of the war
in Iraq in March 2003. After it became clear
that the war would be short lived and that
damages to oil supplies would be limited,
stock markets staged a recovery. An addition 
al boost was provided, from mid 2003 on 
wards, by growing evidence of stronger
growth in the US and, to a lesser extent, in
Japan.
After weakening to around USD 1.10 in Au 
gust 2003, the euro exchange rate continued
to appreciate against the US dollar and fin 
ished the year close to historical highs.
Among the reasons contributing to the euro
appreciation, the risks related to the large US
external deficit have received much attention.
While the appreciation of the euro has a nega 
tive impact on euro area exports, this effect is
dampened by potential terms of trade gains,
lower interest rates and favourable capital
flows. In December 2003, the euro had appre 
ciated by almost 21 % against   the dollar and
nearly 7 % against the JPY (year on year).
The trade weighted exchange rate of the euro
was 10.8 % higher in December 2003 than in
the same month in the previous year.9 2. THE FINANCIAL FRAMEWORK OF 
THE EUROPEAN UNION: 
FUTURE CHALLENGES FOR 
THE ENLARGED UNION 2007–13
Introduction
Ambitious goals have seen, among others, the
Community grow from its six founder mem 
bers to a Union of 15 Member States in 1995
and from 1 May 2004 an enlargement to 25
Member States with a combined population of
more than 450 million.   This enlarged Union
presents unique opportunities for improving
the prosperity and quality of life of every EU
citizen.  The challenge is to seize this poten 
tial and to do this, appropriate instruments are
needed. One such instrument is the EU budget
which, since 1988, has been defined within a
financial framework covering several years —
the financial perspective.  Successive finan 
cial perspectives have reflected common po 
litical ambitions, such as enlargement. The
choices to be made are not just about money,
but how to maximise the impact of EU com 
mon policies so that the added value of every
euro spent at EU level is further improved.
Overview of the financial
perspective system
In the late 1980s, the financial perspective
system was pioneered by the then Commis 
sion President Jacques Delors, to strengthen
budgetary discipline, improve the budgetary
procedure and encourage interinstitutional co 
operation.  It is an instrument whereby the
Community’s institutions (Parliament, Coun 
cil and Commission), based on a proposal by
the Commission, agree in advance on the
main budgetary priorities for a given period
and establish a framework for Community ex 
penditure. So far, three multiannual financial
packages have been adopted: Delors 1 (1988
to 1992); Delors 11 (1993 to 1999); and
Agenda 2000, the current package covering
2000 to 2006.
The financial perspective cannot be regarded
as a multiannual budget in the true sense as the
annual budgetary procedure is essential for de 
termining the actual level of spending under
the agreed ceilings. It sets the framework.
The financial perspective defines the maxi 
mum amounts (ceilings) and the composition
of foreseeable expenditure, and is divided into
headings reflecting the various policy options
revolving around the main political priorities
adopted for the period in question. This ap 
proach facilitates the assessment of the funds
that need to be provided to implement each of
these priorities and enhances predictability as
to the evolution of EU expenditure.  Each
heading has an amount of commitment appro 
priations for each year. In addition the maxi 
mum indicative amount of payment appropri 
ations expressed as a percentage of
Community gross national income (GNI) is
given, which must respect the own resources
(the revenue from Member States to finance
the expenditure) ceiling that is also fixed as a
percentage of Community GNI.
Between these two ceilings there is a safety
margin for unforeseen expenditure that might
arise in the event of lower growth than antici 
pated or unforeseen crises. In addition, other
adjustments are allowed by the agreement of
the three institutions as follows.
 An annual technical adjustment to take ac 
count of the most recent economic envi 
ronment, for example, the evolution of
economic growth and inflation so as to en 
sure that the initial allocated expenditure
retains its purchasing power.
 Adjustment to take account of budget im 
plementation and the relation between
commitment and payment appropriations.
For example, the annual ceilings for com 
mitment appropriations of the Structural
Funds subheading were raised for each of
the years 2002–06 to compensate for de 
lays in the adoption of programmes in
2001. This allowed for the unused alloca 
tion for 2001 to be transferred to subse 
quent years.10
 A revision in the event of unforeseen cir 
cumstances in compliance with the own re 
sources ceiling. In principle this revision is
intended to cover important and lasting
changes of policy priorities.
While the ceilings of the financial perspective
are binding, to face growing unforeseen needs
during the annual budgetary procedure a gen 
eral flexibility instrument with an annual ceil 
ing of EUR 200 million was created under the
current financial package (Agenda 2000).
This is meant to cover clearly identified ex 
penditure for a given financial year that can 
not be met from within existing ceilings of the
financial perspective. Based on a Commission
proposal and the agreement of the other insti 
tutions it has been mobilised regularly since
2000, for example, to finance the reconstruc 
tion of Kosovo.
Furthermore, following the disastrous floods
in central Europe during summer 2002, anoth 
er flexibility device, the European Union Soli 
darity Fund was agreed. It has an annual max 
imum amount of EUR 1 billion that can be
mobilised above the financial perspective
ceiling to provide rapid financial assistance in
the event of such events.
The current financial
package: Agenda 2000
Preparations for the negotiations on the cur 
rent financial package covering 2000 to 2006
started in July 1997, when the Commission is 
sued the communication, ‘Agenda 2000: For a
Stronger and Wider Union’. This document
covered the political ambitions of the time:
 reform of the common agricultural policy
(CAP),
 future of economic and cohesion policy,
 establishment of a pre accession strategy,
 consequences of future enlargement, and
 financing of the Community.
A reference financial framework for the years
2000 to 2006 was also presented by the Com 
mission that included provision for the devel 
opment of the Community’s policies and for
the accession of a number of the applicant
countries without changing the own resource
ceiling of 1.24 % of GNI.
In March 1998, following discussions of these
documents by the institutions, the Commis 
sion presented a proposal for the new finan 
cial perspective. It included a set of legislative
proposals on the reform of CAP, new guide 
lines on structural operations and pre acces 
sion aid and a report on the implementation
and renewal of the 1993 interinstitutional
agreement.  In October 1998, the Commission
completed the series of Agenda 2000 docu 
ments by presenting a report on the operation
of the own resources system.
Following further negotiations the main com 
ponents of the Agenda 2000 package were
agreed at the Berlin European Council in
March 1999. After a final round of negotia 
tions, Parliament adopted the new interinstitu 
tional agreement that incorporated the finan 
cial perspective for 2000–06. The package
took account of the additional expenditure
that would be necessary at the time of en 
largement, but keeping the own resources
ceiling at 1.24 % of GNI during the entire
period.11
TABLE 1
Financial perspective (EU-15) — adjusted to 2003 prices
(million EUR)
Current prices 2003 prices
Appropriations for commitments 2000 2001 2002 2003 2004 2005 2006
1.  Agriculture 41 738 44 530 46 587 467 378 46 285 45 386 45 094
CAP (not including rural development) 37 352 40 035 41 992 42 680 41 576 40 667 40 364
Rural development and accompanying 
measures 4 386 4 495 4 595 4 698  4 709 4 719 4 730
2.  Structural operations 32 678 32 720 33 638 33 968 33 652 33 384 32 588
Structural Funds 30 019 30 005 30 849 31 129 30 922 30 654 29 863
Cohesion Fund 2 659 2 715 2 789 2 839 2 730 2 730 2 725
3.  Internal policies (1) 6 031 6 272 6 558 6 796 6 915 7 034 7 165
4.  External actions 4 627 4 735 4 873 4 972 4 983 4 994 5 004
5. Administration  (2) 4 638 4 776 5 012 5 211 5 319 5 428 5 536
6. Reserves 906 916 676 434 434 434 434
Monetary reserve 500 500 250 0 0 0 0
Emergency aid reserve 203 208 213 217 217 217 217
Guarantee reserve 203 208 213 217 217 217 217
7.  Pre accession aid 3 174 3 240 3 328 3 386 3 386 3 386 3 386
Agriculture 529 540 555 564 564 564 564
Pre accession structural instrument 1 058 1 080 1 109 1 129 1 129 1 129 1 129
Phare (applicant countries) 1 587 1 620 1 664 1 693 1 693 1 693 1 693
Total appropriations for commitments 93 792 97 189 100 672 102 145 100 974 100 046 99 207
Total appropriations for payments 91 322 94 730 100 078 102 767 99 553 97 659 97 075
Appropriations for payments as % of GNP 
(ESA 79) 1.10 % 1.10 % 1.12 % 1.10 % 1.04 % 1.00 % 0.97 %
Appropriations for payments as % of GNI 
(ESA 95) 1.07 % 1.08 % 1.10 % 1.08 % 1.02 % 0.98 % 0.95 %
Available for accession 
(appropriations for payments) 4 397 7 266 9 626 12 387 15 396
Agriculture 1 698 2 197 2 652 3 172 3 680
Other expenditure 2 699 5 069 6 974 9 215 11 716
Ceiling, appropriations for payments 91 322 94 730 104 475 110 033 109 179 110 046 112 471
Ceiling, payments as % of GNP (ESA 79) 1.10 % 1.10 % 1.17 % 1.18 % 1.14 % 1.12 % 1.12 %
Margin for unforeseen expenditure 0.17 % 0.17 % 0.10 % 0.09 % 0.13 % 0.15 % 0.15 %
Own resources ceiling 1.27 % 1.27 % 1.27 % 1.27 % 1.27 % 1.27 % 1.27 %
Ceiling, payments as % of GNI (ESA 95) 1.07 % 1.08 % 1.15 % 1.16 % 1.12 % 1.10 % 1.10 %
Margin for unforeseen expenditure 0.17 % 0.16 % 0.09 % 0.08 % 0.12 % 0.14 % 0.14 %
Own resources ceiling 1.24 % 1.24 % 1.24 % 1.24 % 1.24 % 1.24 % 1.24 %
(1) In accordance with Article 2 of Decision No 182/1999/EC of the European Parliament and of the Council and Article 2 of Council
Decision 1999/64/Euratom (OJ L 26, 1.2.1999, pp. 1 and 34), EUR 11 510 million at current prices is available for research over
the period 2000–02.
(2) The expenditure on pensions included under the ceiling for this heading is calculated net of staff contributions to the pension
scheme, up to a maximum of EUR 1 100 million at 1999 prices for the period 2000–06.12
The next financial framework
(2007–13) for an enlarged EU
The main focus for Agenda 2000 was on gear 
ing up Europe to make enlargement happen.
With this now a reality the next financial per 
spective needs to be focused on meeting the
new expectations of all Member States. In
February 2004, the Commission presented its
outline for the new financial perspective of
the enlarged Union to cover the period 2007
to 2013.  While this includes the ideas and
proposals of the current Prodi Commission,
the negotiations and final decisions will be the
responsibility of the new Commission to be
nominated later in 2004.
Enlargement is viewed as the biggest achieve 
ment of the current Commission — so what
does it see as the political priorities to meet
the demands and opportunities presented by
this historic event?  Three main priorities
have been proposed.
Sustainable development — to increase Eu 
ropean citizens’ prosperity in a sustainable
way by encouraging growth and solidarity by:
 transforming the EU into a dynamic
knowledge based economy geared for
growth by taking action to improve re 
search, boost enterprise and innovation, es 
tablish networks at European level and to
enhance the role of education;
 pursuing greater cohesion in the context of
an enlarged Union to boost overall eco 
nomic performance while at the same time
reducing economic and social disparities
across the EU;
 reinforcing the competitiveness of agricul 
ture, strengthening rural development, en 
suring sustainable exploitation of fish re 
sources and the quality of the environment
through actions that support sustainable
management and protection of natural re 
sources.
European citizenship — to guarantee citi 
zenship and freedom, security and justice in 
side and outside the Union by:
 managing the EU’s external borders and
migration flows in support of the actions
of Member States;
 ensuring security through continued EU
actions for preventing and fighting crime
and terrorism;
 creating an effective area of justice by pro 
viding legal certainty to back up cross 
border transactions;
 supporting access to basic goods and
services through measures as diverse as
protecting EU citizens against natural
disasters, reinforcing environmental safety
standards, promoting information concern 
ing the safety of goods and encouraging
access to health and education services;
 fostering European culture and diversity
by measures to support cultural coopera 
tion especially concerning the Union’s
youth.
The EU as a global partner — by asserting
itself in the world as well as its neighbour 
hood through coherent external relations tools
contributing to global security and prosperity
that in turn influence the well being and secu 
rity of EU citizens.
These political priorities are the cornerstone
of the proposed next financial perspective.
The challenge ahead, while respecting the
basis of sound financial management, is to
match the limited resources available to the
needs of the EU citizens.  Against a backdrop
of intense pressure on public finances at na 
tional level, the current proposal sees the
Union staying within the current budgetary
disciplines.13
Conclusion
The general consensus is that the financial
perspective has proved a useful instrument in
that it:
 ensures an orderly progression of finances;
 provides a framework for multiannual aid
programmes;
 facilitates planning with certainty while al 
lowing flexibility when needed;
 enhances interinstitutional cooperation;
and
 encourages decision makers of national
governments to adopt a medium term
focus.
Negotiations on the new financial perspective
between the EU institutions are expected to be
protracted and difficult as has been the case
for previous financial packages. But the coop 
eration between the institutions that has been
engendered by the financial perspective in 
strument over the past years should lead to an
agreed framework that will deliver concrete
specific priorities that will benefit all Member
States and their citizens while optimising the
relationship of actions taken at national and
Union levels.
TABLE 2
Overview of the new financial framework 2007–13
(million EUR at 2004 prices)
Appropriations for commitments 2006 (1) 2007 2008 2009 2010 2011 2012 2013
1. Sustainable growth  47 582 59 675 62 795 65 800 68 235 70 660 73 715 76 785
1a. Competitiveness of growth and 
employment 8 791 12 105 14 390 16 680 18 965 21 250 23 540 25 825
1b. Cohesion of growth and 
employment  (2) 38 791 47 570 48 405 49 120 49 270 49 410 50 175 50 960
2. Preservation and management of natural 
resources 56 015 57 180 57 900 58 115 57 980 57 850 57 825 57 805
of which : Agriculture — market related 
expenditure and direct payments 43 735 43 500 43 673 43 354 43 034 42 714 42 506 42 293
3. Citizenship, freedom, security and justice 1 381 1 630 2 015 2 330 2 645 2 970 3 295 3 620
4. The EU as a global partner (3) 11 232 1 630 12 175 12 945 13 720 14 495 15 115 15 740
5. Administration  (4) 3 436 1 630 3 815 3 950 4 090 4 225 4 365 4 500
Compensation 1 041
Total  appropriations for commitments 120 688 121 745 138 700 143 140 146 670 150 200 154 315 158 450
Total appropriations for payments (2)(3) 114 740 124 600 136 500 127 700 126 000 132 400 138 400 143 100 Average
Appropriations for payments as a 
percentage of GNI  1.09% 1.15% 1.23% 1.12% 1.08% 1.11% 1.14% 1.15% 1.14%
Margin available (%) 0.15% 0.09% 0.01% 0.12% 0.16% 0.13% 0.10% 0.09% 0.10%
Own resources ceiling as a 
percentage of GNI 1.24% 1.24% 1.24% 1.24% 1.24% 1.24% 1.24% 1.24% 1.24%
(1) 2006 expenditure under the current financial perspective has been broken down according to the proposed new nomenclature for
reference and to facilitate comparisons.
(2) Includes expenditure for the solidarity fund (EUR 1 billion in 2004 at current prices) as from 2006. However, corresponding pay 
ments are calculated only as from 2007.
(3) The integration of the EDF in the EU budget is assumed to take effect in 2008. Commitments for 2006 and 2007 are included
only for comparison purposes. Payments on commitments before 2008 are not taken into account in the payment figures. 
(4) Includes administrative expenditure for institutions other than the Commission, pensions and European Schools. Commission ad 
ministrative expenditure is integrated into the first four expenditure headings.14
1. Policy strategy priorities
The annual policy strategy (APS) decision is
the first stage in the annual budgetary strate 
gic planning and programming cycle. It seeks
to define the Commission’s policy priorities
and ensure that there is the right match be 
tween tasks and resources for the coming fi 
nancial year. This sets the framework for
preparing the preliminary draft budget and for
the operational programming of the direc 
torates general and services. The cycle is
completed with the adoption of the legislative
and work programme, by which the Commis 
sion, on the basis of the budgetary process,
operational programming and the results of
the interinstitutional dialogue, announces the
actions it intends to take forward over the
coming year.
In the APS decision of 27 February 2002, the
Commission decided to retain for 2003 one
central priority, the enlarged Europe, and two
closely associated priorities — on the one
hand, stability and security, which are an ex 
pression of the new continental responsibili 
ties of the enlarged Europe and, on the other,
a sustainable and inclusive economy, which
will continue to represent the socioeconomic
base on which the enlarged Europe will be
built.
2. Evolution of the 2003
budget
Initial statements 
by the budgetary authority
In its conclusions of 5 March, the Council
emphasised the need for the same degree of
budgetary restraint as exercised by Member
States. On 12 March Parliament adopted a
resolution setting out its priorities in this field.
It regarded enlargement and preparation of the
administration for enlargement as ‘absolute
priorities’. The other political priorities in 
cluded the reform of the institutions, in partic 
ular the Commission, external assistance to
Afghanistan and its neighbours, and the
strengthening of internal security in the Euro 
pean Union.
Preliminary draft budget (PDB)
The preliminary draft budget was approved by
the Commission on 30 April. It totalled some
EUR 99.692 billion in commitment appropria 
tions (up by 1.1 % on the voted 2002 budget),
leaving beneath the financial perspective ceil 
ing a margin of around EUR 2.6 billion in
commitments. For payments, the PDB
amounted to EUR 97.880 billion (an increase
of 2.3 % compared with 2002, representing
1.03 % of Community gross national income),
leaving an adequate margin of EUR 5.058 bil 
lion. For the third consecutive year, the pre 
liminary draft was presented in accordance
with both the traditional nomenclature and the
activity based budgeting approach.
Draft budget (Council’s first
reading)
The draft 2003 budget established by the
Council at first reading on 19 July came to
EUR 99.548 billion in appropriations for
commitments and EUR 96.992 billion in ap 
propriations for payments. The total amount
of payment appropriations was thus equiva 
lent to 1.02 % of Community GNI.
The flexibility instrument
On 10 July, in line with the provisions of the
Interinstitutional Agreement of 6 May 1999
on budgetary discipline and improvement of
the budgetary procedure, the Commission
proposed that EUR 124 million be mobilised
by the flexibility instrument. The appropria 
tions were to cover the financing of the spe 
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cific action for the conversion of the Spanish
and Portuguese fishing fleets (EUR 27 mil 
lion), the Community emergency measure for
the scrapping of fishing vessels as part of the
reform of the common fisheries policy (EUR
32 million) and the amount in excess of the
ceiling on administrative expenditure which
the institutions need to prepare for enlarge 
ment (EUR 66 million). At the conciliation
meeting on 25 November, the budgetary au 
thority agreed to take EUR 12 million from
the flexibility instrument to complete the
Spanish and Portuguese fleet restructuring
programme in the 2003 budget. This use is an
exception to the principle according to which
the flexibility instrument should not, as a rule,
be used to cover the same needs two years
running.
Letters of amendment
Letters of Amendment are the instrument
which the Commission uses during the bud 
getary procedure to adapt its preliminary draft
budget to conditions that were not known
when it was presented. The instrument was
used four times in the budgetary procedure
2003.
 On 17 July, the Commission adopted Let 
ter of Amendment No 1/2003 to incorpo 
rate a line in the 2003 PDB and EUR 32
million in reserve for the initial measures
for scrapping vessels in support of the
Commission’s proposal to reform the com 
mon fisheries policy.
 Letter of Amendment No 2/2003, adopted
by the Commission on 18 September, pro 
posed the budgetary structure needed to
accommodate three new Commission ad 
ministrative offices. It was also to create
lines in the 2003 budget to cover utilisa 
tion of the new European Solidarity Fund
to provide Community disaster relief.
 Letter of Amendment No 3/2003 was
adopted by the Commission on 30 Octo 
ber. It reduced appropriations for agricul 
ture by EUR 337 million in Heading 1a. It
also proposed the creation of a line for ge 
netic resources for EUR 1.5 million under
Heading 3, rebalanced the amounts
between the line and the reserve for fish 
eries agreements (with no net impact) and
proposed anticipating a surplus of EUR
500 million from the agricultural budget of
2002.
 Finally the Commission, by accelerated
written procedure on 28 November, adopt 
ed  Letter of Amendment No 4/2003. It
dealt with the effects of the new financial
regulation on nomenclature and the bud 
getary remarks for all institutions. In addi 
tion, it proposed harmonising the remarks
for the BA lines for subsection B7 to clari 
fy their use, especially for decentralisation
and the dismantling of technical assistance
offices. This letter of amendment was bud 
getary neutral.
Parliament’s first reading
Parliament’s first reading on 24 October
brought the draft budget to EUR 100.192 bil 
lion for commitments and EUR 99.933 billion
for payments. This corresponded to increases
of 0.7 % and 4.5 % respectively over the 2002
final budget. The appropriations for payments
represented 1.04 % of EU GNI. Parliament
had added almost EUR 3 billion in payments
compared to the Council’s first reading.
On BA lines (for administrative support and
management expenditures relating to pro 
grammes), Parliament decided to cut the ap 
propriations of all lines where the implemen 
tation at 15 July was lower than 10 % and to
increase the corresponding operational lines
by the same amount. Parliament created glob 
al reserves for lines where implementation
was between 10 and 35 %.16
Council’s second reading
The Council’s second reading of the 2003
draft budget was preceded by a conciliation
meeting with Parliament to try and find a
global package solution. The negotiation cen 
tred on the remaining amount for the restruc 
turing programme for the Spanish and Por 
tuguese fisheries fleet and the use of the
flexibility instrument for this purpose, financ 
ing in Heading 4, in particular for the Global
Health Fund and Afghanistan, CFSP, adminis 
trative expenditure and the global increase in
payment appropriations. The expenditure de 
cided on by the Council in its second reading
totalled EUR 99.454 billion (+ 0.02 % over
2002) in commitment appropriations and
EUR 96.896 billion (+ 1.3 % over 2002) in
payment appropriations. As a percentage of
Member States’ GNI, this draft budget repre 
sented a share of 1.01 %.
The preliminary estimate of the 2002 budget
balance entered in the 2003 budget via Letter
of Amendment No 3/2003 was increased to
EUR 1 billion. Finally, joint declarations were
agreed together with Parliament on endeav 
ouring to eliminate the abnormal outstanding
commitments (RAL), on the implementation
profile, on the financial consequences of en 
largement, on the evaluation before end 2003
of implementation and on the calculation
methodology of the aid granted by the EU
Solidarity Fund.
The budget voted (Parliament’s
second reading)
The general budget for 2003 was adopted on
19 December after Parliament’s second read 
ing. The budget as adopted totalled EUR
99.686 billion for commitments and EUR
97.503 billion for payments. Compared with
the 2002 final budget, commitment appropria 
tions remained at roughly the same level (an
increase of 0.3 %). Appropriations for pay 
ments rose by a modest 1.9 %, which also re 
flected the consolidation efforts being made
by Member States with their national budgets.
This trend left a substantial margin of EUR
5.435 billion in payments and EUR 2.623 bil 
lion in commitments. The payment appropria 
tions in the 2003 budget amounted to 1.02 %
of Member States’ gross national income, the
authorised limit being 1.24 %.
3. Budgetary adjustments
Appropriations carried forward
from 2002 to 2003
As a general rule, appropriations which have
not been used at the end of the financial year
for which they were entered are cancelled.
However, they may be carried over to the fol 
lowing financial year only, by a decision
taken by the institution concerned by 15 Feb 
ruary.
Commitment appropriations may be carried
over in two cases:
 the preparatory stages of the commitment
procedure have been completed by 31 De 
cember and these amounts may then be
committed up to 31 March of the follow 
ing year; and
 the basic act was adopted in the final quar 
ter of the financial year and the Commis 
sion has been unable to commit the appro 
priations by 31 December.
Payment appropriations may be carried over
in respect of amounts needed to cover existing
commitments, when the appropriations bud 
geted for the following financial year do not
cover requirements.17
TABLE 3
Overview of the various stages of the 2003 budgetary procedure
Commitments
(million EUR)
Heading Final  Financial  Preliminary  Council      Parliament  Council  Voted  Difference 
budget   perspective draft  (first  (first  (second   budget  Voted budget 
2002 2003 budget reading) reading) reading) 2003 2003/Final 
2003 budget 2002
( %)
1. Agriculture 44 255 47 378 44 780 44 830 45 174 44 780 44 780 1.2
Margin 2  332 2 598 2 548 2 204 2 598 2 598
2. Structural operations 33 838 33 968 34 027 33 968 33 995 33 980 33 980 0.4
Margin  200  59 0  27  12  12
3. Internal policies 7 157 6 796 6 716 6 674 6 793 6 698 6 796  5.0
Margin  599 80 122 2 98 0.2
4. External action 4 873 4 972 4 912 4 892 5 047 4 859 4 949 1.6
Margin 0 60 80  75 113 23
5. Administration 5 178 5 381 5 436 5 365 5 362 5 316 5 360 3.5
Margin 0.5  55 16 19 65 20
6. Reserves 676 434 434 434 434 434 434  35.8
Margin 0 0 0 0 0 0
7. Pre accession aid 3 457 3 386 3 386 3 386 3 386 3 386 3 386  2.1
Margin  129 0 0 0 0 0
Total appropriations for  99 434 102 315 99 692 99 548 100 192 99 454 99 686 0.3 
commitments
Margin 1 405 2 623 2 767 2 123 2 861 2 629 -
Payments
(million EUR)
Heading Final Preliminary  Council      Parliament  Council  Voted  Difference 
budget   draft  (first  (first  (second   budget  Voted budget 
2002 budget reading) reading) reading) 2003 2003/Final 
2003 budget 2002
( %)
1. Agriculture 44 255  44 780 44 830  45 174  44 780    44 780 1.2 
2 Structural operations 32 129 33 548 33 013 34 521   33 023   33 173 3.2 
3. Internal policies 6 157 6 132 6 112 6 233 6 121 6 204 0.8 
4. External action 4 665 4 692 4 681 4 951 4 664 4 844 3.8 
5. Administration 5 178 5 436 5 365 5 362   5 316 5 360 3.5 
6. Reserves 676  434 434 434 434  434 35.8 
7. Pre accession aid 2 595 2 857 2 557 3 256 2 557 2 707 4.3 
Total appropriations for payments  95 656 97 880 96 992 99 933 96 896 97 503 1.9 
Margin 4 589 5 058 5 946 3 005 6 042 5 435 —18
The Commission decided to carry forward the
following appropriations:
(million EUR)
The main carryover (EUR 3 254 million) con 
cerned the settlement of payments for the pro 
gramming period of 1994–99 of the Structural
Funds that were closed in 2002.
4. Amending budgets
Amending budget No 1/2003 adopted on 
1 July. Its purpose was to cover the participa 
tion of around 100 representatives from the
future Member States in three plenary ses 
sions of the Committee of the Regions in
2003 (EUR 70 000).
Amending budget No 2/2003 adopted on 
3 September. Its purpose was to enter the sur 
plus of EUR 7.4 billion from the 2002 finan 
cial year.
Amending budget No 3/2003 adopted on 
22 September. The purpose was threefold: to
make additional funds available for the scrap 
ping of fishing vessels; to create a new budget
line for communication and information work
on the European Union’s role in the world;
and to modify the title and remarks of the
budget item for the European Inter University
Centre (increase of EUR 1.7 million).
Amending budget No 4/2003 adopted on 
23 September. Its purpose was to adjust the
breakdown of national contributions to the
2003 budget.
Amending budget No 5/2003 adopted on 
9 October by merging two amending budget
proposals. Its purpose was to mobilise the Eu 
ropean Union Solidarity Fund in respect of
three disasters resulting from the sinking of
the Prestige off the Spanish coast, the earth 
quake in the Italian regions of Molise and
Apulia and the eruption of Mount Etna, and in
respect of the many large scale fires which af 
fected Portugal in the summer of 2003 (EUR
104.8 million).
Amending budget No 6/2003 adopted on 
4 December. It covered two elements: the re 
duction of payment appropriations for the out 
standing commitments of the pre 2000 pro 
grammes of the Structural Funds and a
technical addition of a remark to budget line
B7 811 (decrease of EUR 5 billion).
Amending budget No 7/2003 adopted on 
4 December. The purpose was to finance, by a
frontloading operation in 2003, the staff
salary adjustment in 2004, (increase of EUR
21.9 million).
The impact of the amending budgets was
 an increase of EUR 127 million in com 
mitment appropriations (0.13 % to the ini 
tial appropriations);
 a net decrease of EUR 4 978 million in
payment appropriations (5.2 %).
5. Transfers
Each institution may, within its own section of
the budget, make transfers from one budget
line to another subject to certain conditions.
Heading Commitments Payments
1. Agriculture 84 84
2. Structural 
operations 1 3 254
3. Internal 
policies 22 86
4. External 
action 35 32
5. Administration 3 3 
Total 145 3 37219
The Commission is allowed to make transfers
within budget lines of the same chapter. Other
transfers require a decision by the budgetary
authority. In 2003 the budgetary authority de 
cided on the following transfers with structur 
al changes for the budget:
Transfers from the initial
reserve (transfers of provisional
appropriations)
The initial reserve consisting of provisional
appropriations is voted together with the ini 
tial budget. These appropriations are provi 
sional in the sense that their purpose has been
defined, but the budgetary authority has set
conditions that have to be fulfilled before they
can be released, for example adoption of the
legislation, presentation of work programme
or progress report, etc.
The breakdown of transfers from the initial
reserve by heading was as follows:
(million EUR)
Heading Commitments Payments
Initial Transfers Current Initial Transfers Current 
reserve (unused) reserve (unused) 
reserve end- reserve end-
2003 2003
1.  Agriculture 18 1 17 18 1  17
3.  Internal policies 236 208 29 101 61 40
4.  External action 35 35 0 31 18 13
5.  Administration 7 2 5 7 2 5
Total 296 245 51 157 82 75
Transfers between chapters
Transfers between chapters had the following impact on the headings:
(million EUR)
Heading Commitments Payments
Transfers Transfers Impact Transfers Transfers Impact
to a  from a  between  to a  from a  between 
chapter chapter headings chapter chapter headings
1. Agriculture 678  678 0 678  678 0
2.  Structural operations 0 0 0 1 635  1 225 410
3.  Internal policies 6  6 0 134  369  235
4.  External actions 168  53 115 122  219  97
5. Administration 60  60 0 60  60 0
6.  Reserves 0  115  115 0  79  79
7.  Pre accession aid 0 0 0 10  10 0
Total 912 -912 0 2 639 -2 639 020
The main transfer of commitment appropria 
tions was EUR 115 million from the emer 
gency aid reserve (B7 91) to the external ac 
tion heading to cover needs arising from
humanitarian crises in Iraq, southern Africa
and Ethiopia.
For structural operations, the omnibus transfer
proposal for 2003 included an increase of
EUR 1.5 billion for Objective 1 measures
under the European Regional Development
Fund to cover expected additional payment
needs based on Member States’ forecasts and
the rapid implementation during 2003.  This
transfer was mostly offset by appropriations
from within the heading, mainly from Com 
munity initiatives (EUR 520 million) because
of the slow start of these programmes and the
need to set up the management structures in
the countries concerned and also from the Co 
hesion Fund (EUR 350 million), The balance
of this increase for Objective 1 measures was
met from internal policies (EUR 340 million)
and external action (EUR 175.4 million)
In internal policies, transfers of commitment
appropriations within the heading mainly con 
cerned Research and technological develop 
ment (B6), as available appropriations were
identified to be used in the best conditions for
the different priorities of the sixth research
framework programme.  These transfers will
be offset in future years. The main transfer for
payment appropriations was EUR 300 million
from research and technological development,
specifically for the completion of the fifth EC
framework programme (1998 to 2002).
The main transfer movements for external ac 
tion were included in the annual omnibus
transfer and chiefly concerned an increase of
EUR 64.5 million for MEDA (measures to ac 
company the reforms to the economic and so 
cial structures in the Mediterranean non mem 
ber countries),  to cover a higher rate of
payments than initially forecast relating main 
ly to payments for Morocco and Palestine.21
The budget of the European Union is financed
by own resources and other revenue. In 2003,
own resources amounted to EUR 83.6 billion
and other revenue to EUR 9.8 billion (of
which EUR 7.4 billion corresponded to the
surplus carried over from the previous year).
When the Council and Parliament approve the
annual budget, total revenue must equal total
expenditure. The total amount needed to fi 
nance the budget follows automatically from
the level of total expenditure. However, since
out turns of revenue and expenditure usually
differ from the budgeted estimates, a balance
remains for the year. As a rule, there is a sur 
plus, which reduces Member States’ own re 
sources payments in the subsequent year.
Own resources
The basic rules on the system of own re 
sources are laid down in a Council decision
(currently 2000/597/EC, Euratom), adopted
unanimously by the Council and ratified by
all Member States.
Own resources can be defined as revenue ac 
cruing automatically to the EU in order to fi 
nance its budget without the need for any sub 
sequent decision by national authorities.
The overall amount of own resources needed
to finance the budget is determined by total
expenditure less other revenue. The total
amount of own resources cannot exceed
1.24% of the gross national income (GNI) 
of the EU.
Own resources can be divided into the follow 
ing categories:
 traditional own resources (customs duties,
agricultural duties and sugar levies);
 the VAT based resource;
 the GNI based resource (‘the additional re 
source’).
Finally, a specific mechanism for correcting
the budgetary imbalance of the United King 
dom is also part of the own resources system.
The traditional own resources are levied on
economic operators and simply passed on by
the Member States to the EU budget, whereas
the last two categories of own resources, in 
cluding the UK correction payments, are
levied directly on Member States.
Traditional own resources
(customs duties, agricultural
duties and sugar levies)
The so called traditional own resources ac 
crue directly to the EU budget. Member States
collect the amounts on behalf of the EU and
pass on the amounts to the Commission, after
deduction of 25 % to cover their collection
costs.
Agricultural duties and customs duties are
levied on imports of agricultural and non agri 
cultural products from third countries, at rates
based on the Common Customs Tariff. In
2003, they corresponded to 1.2 % and 11.3 %
of total own resources, respectively.
Sugar levies are paid by sugar producers to fi 
nance the export refunds for sugar. These
levies offset expenditure of virtually the same
amount. Revenue from this source amounted
to 0.5 % of total own resources payments in
2003.
The own resource based on
value added tax (VAT)
The VAT based own resource is levied on the
Member States’ VAT bases, which are har 
monised for this purpose in accordance with
Community rules. The same percentage is
levied on the harmonised base of each Mem 
ber State. However, the VAT base taken into
account can never exceed 50 % of the gross
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national income of the Member State in ques 
tion. This rule is intended to stop the less
prosperous Member States having to pay out
of proportion to their contributive capacity,
since consumption and hence VAT tend to ac 
count for a higher percentage of a country’s
national income at relatively lower levels of
prosperity.
In 2003, the 50 % ‘capping’ was applied to
five Member States (Greece, Spain, Ireland,
Luxembourg and Portugal).
The maximum percentage rate of the VAT
base that can be called was set at 0.75 % in
2003. However, this rate must be decreased to
take account of the UK correction (see
below). The actual rate of call of VAT in 2003
was 0.5083 % (rounded figure). This corre 
sponded to EUR 21.3 billion or 25.4 % of
total own resources.
The own resource based on
gross national income (1)
(GNI)
The GNI based own resource was first intro 
duced in 1988 to balance budget revenue and
expenditure, i.e. to finance the part of the bud 
get not covered by other revenue. The same
percentage rate is levied on each Member
States’ GNI, which is established in accor 
dance with Community rules.
The rate is fixed during the budgetary proce 
dure. The amount of the GNI resource needed
depends on the difference between total ex 
penditure and the sum of all other revenue.
In 2003, the rate of call of the GNI based re 
source amounted to 0.5436 % (rounded fig 
ure) of total EU GNI. This corresponds to
EUR 51.2 billion or 61.3 % of total own re 
sources.
The correction in favour of
the United Kingdom
The current UK correction mechanism was in 
troduced in 1985 to correct the imbalance be 
tween the United Kingdom’s share in pay 
ments to the Community budget and its share
in Community expenditure in the Member
States. It has been modified on several occa 
sions to compensate for changes in the system
of financing the EU, but the basic principles
remain the same.
This imbalance is calculated as the difference
between the percentage share of the UK in EU
expenditure paid in the Member States (‘allo 
cated expenditure’) and the UK share in total
VAT  and GNI based own resources pay 
ments. The difference in percentage points is
multiplied by the total amount of EU expendi 
ture allocated to the Member States. The UK
is reimbursed 66 % of this budgetary imbal 
ance.
The cost of the correction is borne by the
other Member States (14 Member States in
2003). The distribution of the financing is first
calculated on the basis of each country’s share
in total EU GNI. The financing share of Ger 
many, the Netherlands, Austria and Sweden
is, however, restricted to one quarter of its
normal value. This cost is redistributed across
the remaining Member States (10 remaining
Member States in 2003).
The total amount of the UK correction paid in
2003 amounted to EUR 5.2 billion.
Other revenue
The sources of finance for the general budget
not coming from own resources include tax
and other deductions from staff remunera 
tions, bank interest, contributions from non 
member countries to certain Community pro 
grammes (e.g. in the research area),
repayments of unused Community financial
(1) As from 2002 the concept of GNI has replaced that of gross
national product (GNP) in the area of the EU budget.23
assistance, interest on late payments as well as
the balance from the previous year. However,
this last item is mainly derived from the dif 
ference between the out turn of own resources
payments and expenditure in the previous
year.
In 2003 other revenue amounted to EUR 9.8
billion, of which EUR 7.4 billion correspond 
ed to the surplus carried over from 2002.
TABLE 4
Own resources payments by Member State in 2003 
(in EUR)
Total net traditional  VAT own resources  GNI  United Kingdom  Total 
own resources  at uniform rate own resources correction own resources
(75 %)
(1) (2) (3) (4) (5)=(1)+(2)+(3)+(4)
Belgium 1 163 775 075 562 749 404 1 464 510 644 294 966 017 3 486 001 140
Denmark 215 986 192 380 655 333 988 502 164 192 537 384 1 777 681 073
Germany 2 287 713 874 4 773 914 174 11 706 075 091 434 928 514 19 202 631 652
Greece 155 356 761 387 538 222 829 715 543 161 088 605 1 533 699 131
Spain 753 333 385 1 880 691 134 4 007 714 805 787 689 028 7 429 428 353
France 1 040 262 334 3 684 212 453 8 787 054 081 1 642 207 416 15 153 736 283
Ireland 104 524 192 289 934 171 604 211 805 128 857 595 1 127 527 763
Italy 1 118 888 603 2 369 735 150 6 945 254 715 1 324 625 740 11 758 504 208
Luxembourg 12 461 449 54 942 234 113 864 345 23 251 522 204 519 549
Netherlands 1 283 702 785 1 110 217 966 2 439 287 355 86 324 547 4 919 532 652
Austria 166 804 123 511 569 612 1 211 788 935 45 786 475 1 935 949 144
Portugal 97 819 259 334 235 150 717 028 882 143 840 993 1 292 924 285
Finland 76 186 255 317 877 227 787 657 531 156 194 552 1 337 915 564
Sweden 280 879 521 594 946 217 1 582 729 780 42 715 667 2 501 271 185
United Kingdom 2 099 460 185 4 006 880 030 9 049 765 244  5 184 890 301 9 971 215 158
Total 10 857 153 992 21 260 098 475 51 235 160 920 280 123 754 83 632 537 140
% of total 13.0 % 25.4 % 61.3 % 0.3 % 100.0 %
Total amount of own resources in % of total
EU GNI: 0.89 %
Ceiling of own resources in % of total EU
GNI: 1.24 %0
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TABLE 5
Implementation of commitments and payments as at 31 December 2003
Provisional data
Heading
Commitments
(1)
(9) = (1+2+
4+5+6+7+8)
(2) (3) (4) (5) (6) (7) (8) (10) (11) =
(10)/(9)
(12) (13)
I
n
i
t
i
a
l
 
v
o
t
e
d
 
b
u
d
g
e
t
 
w
i
t
h
o
u
t
 
r
e
s
e
r
v
e
E
F
T
A
C
u
r
r
e
n
t
 
r
e
s
e
r
v
e
 
c
o
m
m
i
t
m
e
n
t
s
C
a
r
r
i
e
d
 
f
o
r
w
a
r
d
 
a
p
p
r
o
p
r
i
a
t
i
o
n
s
A
m
e
n
d
i
n
g
 
b
u
d
g
e
t
s
B
u
d
g
e
t
 
a
u
t
h
o
r
i
t
y
O
t
h
e
r
O
t
h
e
r
 
a
p
p
r
o
p
r
i
a
t
i
o
n
s
A
u
t
h
o
r
i
s
e
d
 
a
p
p
r
o
p
r
i
a
t
i
o
n
s
Amount %
Transfers Implementation
as at 31.12.2003
Amount %
Implementation
as at 31.12.2002
1. Agriculture
Agricultural expenditure 
(out of rural development) (B1 1 to B1 3) 40 064.5 17.0 34.6 1.0 0.0 0.2 40 100.3 39 782.3 99% 38 867.6 98%
Rural development and accompanying measures 
(B1 4) 4 698.0 49.4 0.0 4,747.4 4,679.7 99% 4,349.4 93%
Subtotal 44 762.5 17.0 84.0 1.0 0.0 0.2 44 847.7 44 462.0 99% 43 217.0 97%
2. Structural operations
Objective 1 (B2 10) 21 577.2 0.1 21 577.3 21 577.0 100% 21 335.3 100%
Objective 2 (B2 11) 3 651.8 3 651.8 3 651.8 100% 3 731.3 100%
Objective 3 (B2 12) 3 718.9 3 718.9 3 718.9 100% 3 646.0 100%
Other structural operations 
(outside Objective 1 regions (B2 13)) 171.9 171.9 171.9 100% 173.5 100%
Community initiatives (B2 14) 1 866.0 0.4 1 866.4 1 853.7 99% 1 965.7 100%
Innovation schemes and 
technical assistance (B2 16) 143.3 0.8 0.2 144.3 136.5 95% 183.4 98%
Other specific structural operations (B2 2) 12.0 12.0 12.0 100% 185.0 100%
Cohesion fund (B2 3) 2 839.0 31.1 2 870.1 2 865.3 100% 2 791.5 100%
Subtotal 33 980.1 1.2 31.4 34 012.7 33 987.1 100% 34 011.7 100%
3. Internal policies
Research and technological development (B6) 4 054.9 81.9 32.9 0.0 427.0 4 596.7 4 280.8 93% 4 519.8 96%
Other agricultural operations (B2 5) 41.6  0.6 0.3 41.3 37.7 91% 52.5 95%
Other regional actions (B2 6) 15.0 15.0 15.0 100% 15.0 100%
Transport (B2 7) 32.1 6.7 15.4 47.5 39.4 83% 25.5 85%
Other measures concerning fisheries 
and the sea (B2 9) 68.0 1.4 69.4 65.0 94% 60.5 95%
Education. vocational training and youth (B3 1) 559.2 11.8 9.7 3.5 0.0 130.2 714.4 671.7 94% 604.3 94%
Culture and audiovisual media (B3 2) 117.5 2.4 0.8 27.9 148.6 130.4 88% 133.3 94%
Information and communication (B3 3 ) 117.0 1.5 0.7 119.2 97.1 81% 84.3 77%
Social dimension and employment (B3 4) 172.7 1.9 1.6 4.4 8.0 188.6 177.0 94% 149.2 92%
Contributions to European political parties (B3 5) 7.0
Energy (B4 1) 1.0 48.0 7.3 56.3 53.6 95% 33.4 93%
Euratom nuclear safeguards (B4 2) 18.8 18.8 13.0 69% 19.1 99%
Environment (B4 3) 224.4 0.5 0.3 6.2 11.7 243.1 217.0 89% 212.0 99%
Consumer policy and consumer 
health protection (B5 1) 22.6 0.5 23.1 23.0 99% 21.0 96%
Aid for reconstruction (B5 2) 0.6 0.6 0.6 100% 0.9 100%
Internal market (B5 3) 152.5 1.1 3.5 2.4 29.9 6.0 191.9 165.9 86% 176.6 92%
Industry (B5 4) 60.0 60.0 59.8 100%
Labour market and technological 
innovation (B5 5) 122.5 2.4 2.0 26.6 153.5 137.8 90% 103.9 95%
Statistical information (B5 6) 0.7 1.4 33.4 2.9 38.4 24.2 63% 35.1 88%
Trans European networks (B5 7) 725.1 0.5 2.1  5.5 4.8 727.0 713.4 98% 641.2 94%
Area of freedom, security and justice (B5 8) 122.7 0.3 11.7 23.7 2.1 148.8 139.1 93% 121.6 85%
Combating fraud (B5 9) 7.2 7.2 6.8 94% 5.9 96%
Solidarity fund (B2 4) 104.8 104.8 104.8 100% 599.0 100%
Reserve for administrative expenditure (B5 96) 0.6 0.6
Subtotal 6 560.0 105.0 28.9 21.8 104.8 207.7 0.0 715.5 7 714.8 7 172.7 93% 7 614.0 95%27
Payments
(14) (15) (16) (17) (18) (19) (20) (21)
(22) = (14+15+17
+18+19+20+21)
(23)
(24) = 
23/22
(25) (26) (27)
(28) = 27+10
 23+31
(29) (30) (31)
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Amount %
Implementation
as at 31.12.2003
Budget
authority Other
Transfers
Amount % as at
01.01.2003
as at 
31.12.2003
Implementation
as at 31.12.2002 Stock of RAL
On RAL
prior
to 2003
On 2003
commit 
ments
Payments
(million EUR)
40 064.5 17.0 265.9 1.0 0.0 0.2 40 331.6 39 699.5 98% 39 171.2 97% 231.2 311.5 209.9 39 489.6  2.5
4,698.0 49.4 0.0 4 747.4 4 679.7 99% 4 349.4 93% 4 679.7
44 762.5 17.0 315.3 1.0 0.0 0.2 45 079.0 44 379.2 98% 43 520.6 97% 231.2 311.5 209.9 44 169.3 -2.5
19 366.6 1 978.2  2 744.5 1 435.4 0.1 20 035.8 18 986.0 95% 15 369.1 82% 36 711.8 38 165.0 17 479.5 1 506.5  1 137.81
4 405.6 217.2  622.7  50.0 3 950.1 3 587.0 91% 1 641.2 48% 10 063.0 9 443.2 3 489.7 97.3  684.6
3 695.8 153.2  421.9 3 427.1 2 548.3 74% 2 404.4 72% 6 992.4 7 697.9 2 490.6 57.7  465.1
506.1 30.7  243.4 293.4 175.8 60% 155.0 41% 983.3 858.1 175.6 0.2  121.3
2 280.2 874.8  949.3  520.0 1 685.7 801.0 48% 556.5 25% 5 256.9 5 877.8 785.4 15.6  431.8
180.0  18.3  0.2 0.2 161.7 145.3 90% 185.8 76% 365.2 314.6 101.8 43.5  41.8
89.0 89.0 89.0 100% 39.0 100% 146.0 69.0 89.0
2 650.0  454.8 2 195.2 2 195.1 100% 3 148.0 100% 6 212.4 6 847.8 1 990.9 204.2  34.8
33 173.3 3 254.1 -5 000.1 410.4 0.3 31 838.0 28 527.5 90% 23 499.0 74% 66 731.0 69 273.4 26 602.5 1 925.0 -2 917.2
3 649.9 63.3  368.8 0.0 814.0 4 158.4 3 279.5 79% 3 667.2 81% 7 520.8 8 311.7 2 183.5 1 096.0  210.4
64.9 0.5 0.3 65.2 44.7 69% 62.6 88% 94.5 62.2 31.6 13.1  25.3
3.0 12.2 15.2 3.2 21% 15.0 100% 3.4 15.0 3.2  0.2
27.4 8.5 5.5 0.9 33.8 27.1 80% 16.1 58% 39.7 48.6 18.3 8.8  3.3
62.0 9.1 71.1 34.4 48% 39.5 68% 124.5 136.6 17.3 17.1  18.5
514.3 10.8 1.9 0.0 181.4 708.3 607.6 86% 592.4 84% 485.3 532.2 146.7 460.9  17.1
102.9 2.5 14.0 0.0 44.6 164.0 123.2 75% 118.4 77% 165.2 169.7 70.3 52.9  2.6
108.1 0.0 0.7 108.8 75.8 70% 87.2 80% 77.2 84.2 36.9 38.9  14.25
154.2 1.5 3.5 0.3 4.8 7.8 168.6 137.1 81% 132.2 88% 157.6 179.7 68.1 69.0  17.8
7.0
32.5 0.6 8.8 0.2 7.1 40.4 31.2 77% 29.1 71% 74.7 93.1 29.7 1.5  4.0
18.7 0.1 18.8 10.8 57% 16.5 93% 12.9 14.7 5.8 5.0  0.4
199.8 0.5 7.5 17.5 225.3 169.9 75% 151.9 93% 324.5 351.5 87.4 82.5  20.1
19.9 0.4 20.3 16.4 81% 19.3 94% 23.5 29.0 12.4 4.0  1.0
0.6 0.6 0.6 100% 0.9 100% 0.6
165.71.00.611.36.7184.7142.477%141.179%177.5185.984.158.3 15.0
62.0                                                                                                            62.0            25.1        40%                                                          62.0               62.4               25.1                                       -34.3
147.91.30.726.4176.3121.369%108.170%372.6319.193.128.2 70.0
21.6 0.7 10.1 4.0 36.4 29.5 81% 32.3 84% 44.9 37.6 24.0 5.5  2.0
673.2 0.5 7.0 1.7 4.8 687.2 631.4 92% 656.3 92% 1 308.2 1 346.2 422.1 209.3  44.0
129.4 0.3 11.0 12.2 15.4 2.1 159.4 108.2 68% 77.0 51% 132.3 159.7 43.5 64.7  3.4
6.5 6.5 4.0 62% 4.6 93% 3.5 5.9 1.8 2.2  0.4
104.8 104.8 48.5 46% 599.0 100% 56.3 48.5
6 102.9 83.4 39.9 87.0 -174.2 0.0 1 117.4 7 216.5 5 671.9 79% 6 566.6 83% 11 204.8 12 201.4 3 404.9 2 267.0 -504.128
Heading
Commitments
(1)
(9) = (1+2+
4+5+6+7+8)
(2) (3) (4) (5) (6) (7) (8) (10) (11) =
(10)/(9)
(12) (13)
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Amount %
Transfers Implementation
as at 31.12.2003
Amount %
Implementation
as at 31.12.2002
4. External actions
Food aid and support operations (B7 20) 425.7 15.0 2.5 443.2 438.5 99% 506.0 99%
Humanitarian aid (B7 21) 441.7 104.0 40.9 586.6 586.2 100% 520.3 100%
Cooperation with Asian developing 
countries (B7 30) 562.5  1.0 1.2 562.7 557.9 99% 574.9 99%
Cooperation with Latin American developing 
countries (B7 31) 337.1 2.7 7.5 2.6 349.9 342.2 98% 333.2 96%
Cooperation with countries of southern Africa 
and South Africa (B7 32) 127.0 1.2 128.2 126.9 99% 124.2 99%
Cooperation with the Mediterranean third 
countries and the Middle East (B7 4) 754.1 0.1 29.0 4.0 787.2 782.6 99% 783.4 100%
European Bank for Reconstruction and 
Development (B7 51)
Assistance to partner countries in eastern Europe 
and central Asia (B7 52) 507.4 30.0  12.1 7.7 533.0 511.7 96% 444.5 93%
Other Community measures in favour of 
the CEEC, NIS, Mongolia and 
western Balkans (B7 53)
Cooperation with the Western Balkans  (B7 54)684.6 5.027.5707.1639.390%820.997%
Other cooperation measures (B7 6) 482.2 2.0  0.4 4.4 488.2 473.5 97% 429.3 98%
European initiative for democracy and 
the protection of human rights (B7 7) 106.0 1.7 107.7 106.0 98% 103.7 100%
International fisheries agreements (B7 80) 185.7 1.6 187.4 186.1 99% 190.4 99%
External aspects of certain Community policies
(B7 81 to B7 87) 74.8 0.6 3.3 18.8 96.9 75.8 78% 73.9 78%
Common foreign and common security policy 
(B8 0) 47.5 0.0 6.2 53.7 53.6 100% 32.8 100%
Mediterranean countries preaccession strategy 
(B7 04 and B7 05) 174.0 12.2 186.2 185.9 100% 148.0 99%
Reserve for administrative expenditure (B7 96) 4.4  4.3 0.1
Subtotal 4 914.7 0.6 34.8 149.8 0.0 118.7 5 218.1 5 066.2 97% 5 085.4 98%
5. Administration
Part A (excluding pensions) 4 620.4 1.7 6.7 16.8 21.9  6.2 0.0 214.8 4 869.3 4 805.8 99% 4 591.3 98%
Pensions (A 19) 731.3 8.4 0.0 739.7 739.8 100% 681.0 100%
Subtotal 5 351.7 1.7 6.7 16.8 21.9 2.2 0.0 214.8 5 609.0 5 545.6 99% 5 272.2 99%
6. Reserves
Guarantee reserve (B0 2) 217.0 8.8 225.8 147.9 66% 170.5 80%
Emergency aid reserve (B7 91) 217.0  115.0 102.0
Subtotal 434.0 -115.0 8.8 327.8 147.9 45% 170.5 33%
7. Preaccession aid
Sapard (Pre accession instrument (B7 01) 564.0 564.0 560.1 99% 554.6 100%
ISPA (Pre accession instrument) B7 02) 1 129.0 1 129.0 1 129.0 100% 1 109.0 100%
Phare (pre accession instrument)   (B7 03) 1 693.0 62.9 1 755.9 1 704.2 97% 1 711.3 98%
Solidarity fund  (B7 09) 129.0 100%
Subtotal 3 386.0 62.9 3 448.9 3 393.4 98% 3 503.9 99%
Grand total 99 389.0 106.7 53.2 158.6 126.7 245.7 0.0 1 152.4 101 179.1 99 774.8 99% 98 874.8 98%
(1) For non dissociated appropriations. cancellations are included.
TABLE 5 (continued)29
Payments
(14) (15) (16) (17) (18) (19) (20) (21)
(22) = (14+15+17
+18+19+20+21)
(23)
(24) = 
23/22
(25) (26) (27)
(28) = 27+10
 23+31
(29) (30) (31)
I
n
i
t
i
a
l
 
v
o
t
e
d
 
b
u
d
g
e
t
 
w
i
t
h
o
u
t
 
r
e
s
e
r
v
e
E
F
T
A
C
u
r
r
e
n
t
 
r
e
s
e
r
v
e
p
a
y
m
e
n
t
s
C
a
r
r
i
e
d
 
f
o
r
w
a
r
d
 
a
p
p
r
o
p
r
i
a
t
i
o
n
s
A
m
e
n
d
i
n
g
 
b
u
d
g
e
t
s
O
t
h
e
r
 
a
p
p
r
o
p
r
i
a
t
i
o
n
s
D
e
c
o
m
m
i
t
m
e
n
t
s
 
o
n
 
R
A
L
a
s
 
a
t
 
0
1
.
0
1
.
2
0
0
3
 
(
1
)
A
u
t
h
o
r
i
s
e
d
 
a
p
p
r
o
p
r
i
a
t
i
o
n
s
Amount %
Implementation
as at 31.12.2003
Budget
authority Other
Transfers
Amount % as at
01.01.2003
as at 
31.12.2003
Implementation
as at 31.12.2002 Stock of RAL
On RAL
prior
to 2003
On 2003
commit 
ments
Payments
(million EUR)
446.9 2.7 449.6 443.0 99% 416.3 99% 1 036.4 990.7 363.8 79.2  41.2
441.7 79.0 41.0 561.7 516.4 92% 474.3 87% 361.4 394.0 207.8 308.6  37.2
482.7 1.2 483.9 469.4 97% 454.3 97% 2 047.8 1 976.1 353.4 116.0  160.2
304.3 2.6 306.9 290.3 95% 181.8 78% 1 393.7 1 328.6 258.4 31.9  117.0
152.7  23.9 1.2 130.0 118.0 91% 119.3 88% 450.1 440.9 85.0 33.0  18.1
720.7 0.1 39.2 4.0 764.0 748.0 98% 843.4 97% 3 581.3 3 484.7 480.4 267.7  131.2
8.4 8.4 8.4 100% 8.4 100% 35.4 27.0 8.4
515.1 13.0  72.2 7.7 463.6 403.2 87% 395.2 84% 1 456.2 1 501.9 344.3 58.9  62.8
0.1 99%
775.0 10.0  39.9 0.0 27.5 772.6 506.8 66% 749.2 84% 955.9 1 050.8 331.9 174.9  37.6
464.9 9.4 8.5  54.1 4.7 424.0 360.0 85% 387.3 84% 802.9 896.2 261.1 98.9  20.2
107.5 1.7 109.2 99.4 91% 93.8 90% 234.7 235.4 75.6 23.8  5.9
191.2 2.5 2.4 193.6 187.8 97% 186.2 95% 20.6 17.9 5.4 182.4  1.0
87.5 1.1  7.1 18.9 99.3 45.9 46% 64.6 66% 198.6 210.2 30.0 15.9  18.3
50.0  5.8 6.2 50.4 31.0 62% 30.9 86% 27.5 42.9 9.0 22.0  7.2
59.7 3.9 63.6 57.7 91% 18.9 65% 160.6 288.8 50.0 7.7
5.2  0.2 5.0
4 813.5 13.0 31.6 -78.7 0.0 119.4 4 885.8 4 285.6 88% 4 423.8 89% 12 763.1 12 885.8 2 864.7 1 420.9 -657.9
4 620.4 1.7 6.7 470.2 21.9  6.2 0.0 233.1 5 341.0 4 565.9 85% 4 532.2 88% 473.3 701.9 377.2 4 188.7  11.3
731.3 8.4 0.0 739.7 739.3 100% 679.3 100% 0.1 739.3
5 351.7 1.7 6.7 470.2 21.9 2.2 0.0 233.1 6 080.7 5 305.2 87% 5 211.5 90% 473.3 702.0 377.2 4 928.0 -11.3
217.0 8.8 225.8 147.9 66% 170.5 80% 147.9
217.0  79.0 138.0
434.0 -79.0 8.8 363.8 147.9 41% 170.5 26% 147.9
442.9  10.0 432.9 263.5 61% 123.9 33% 1 468.8 1 765.4 263.4 0.1
717.5 717.5 429.0 60% 398.4 79% 2 642.3 3 342.1 402.0 27.0  0.2
1 547.0 10.0 91.1 1 648.1 1 547.4 94% 1 101.2 69% 4 305.4 4 417.1 1 465.4 82.0  45.1
129.0 100%
2 707.4 91.1 2 798.5 2 239.9 80% 1 752.5 67% 8 416.5 9 524.7 2 130.8 109.1 -45.3
97 345.3 85.1 76.6 4 158.2 -4 978.2 81.7 0.0 1 570.3 98 262.4 90 557.2 92% 85 144.5 86% 99 819.9 104 898.7 35 590.0 54 967.2 -4 138.330
1. Introduction
For the budget year 2003, EUR 99.8 billion
was committed from total available appropria 
tions of EUR 101.2 billion, an implementation
rate of 99 %, slightly better than the outcome
for 2002. Payments amounted to EUR 90.6
billion from total available appropriations of
EUR 98.3 billion, an implementation rate of
92 % compared with 86 % in 2002. About
EUR 5.4 billion more payments were made
than last year, relating mostly to Structural
Funds. Of the appropriations not used in
2003, the Commission decided to carry for 
ward to 2004 EUR 155 million for commit 
ments and EUR 348 million for payments.
The implementation rates by heading were as
follows:
Heading Implementation Implementation
of commitment appropriations (%) of payment appropriations (%)
2003 2002 2003 2002
1.  Agriculture 99  97  98 97 
2.  Structural operations 100  100 90  74
3.  Internal policies 93  95  79  83 
4.  External action 97  98  88  89 
5.  Administration 99  99  87  90 
6.  Reserves 45  33  41  26 
7.  Pre accession aid 98  99 80  67 
Total 99 98  92 86 
2. Agriculture (Heading 1)
(million EUR)
Initial Initial Carried Amending Budgetary Other Total Imple  %
budget reserve forward budget authority appro  available mentation
(AB) transfers priations appro 
(less reserve) priations
Commitments 44 763 18 84 0 0 0.2 44 848 44 462 99
Payments 44 763 18 315 0 0 0.2 45 079 44 379 98
Agricultural expenditure for the year was
EUR 44.4 billion, or 98 % of total available
appropriations, compared with 97 % in 2002.
For common agriculture policy related expen 
diture, underutilisation mainly concerned:
 the beef and veal sector (EUR 417 million),
primarily due to lower payments for export
refunds because of the decrease in the ex 
ported quantities of beef and the lower pre 
mium payments due to the smaller number
of animals sent for compulsory slaughter;
 the sugar sector (EUR 205 million) mainly
due to the volume of exported sugar that
was less than anticipated in the budget;
 the wine sector (EUR 168 million) mainly
because the crisis distillation scheme was
not implemented in 2003.
For rural development, the implementation of
commitments was 99 %.31
Commitments
The commitment appropriations for this head 
ing were implemented in full. 
Payments
Payment appropriations in the 2003 budget
for the pre 2000 programmes of the Structural
Funds were reduced by EUR 5 billion follow 
ing the approval of an amending budget (AB).
This amount was based on the estimated
needs and decommitments in 2003 relating to
the pre 2000 programmes, as the Member
States’ payment claims were considerably
lower than the outstanding commitments
(RAL).
Total payments for the heading amounted to
EUR 28.5 billion, or 90 % of available appro 
priations, an underutilisation of around EUR
3.3 billion. For the Structural Funds in 2003,
the unused appropriations mainly concerned
Objective 1 (EUR 1 billion) and Objective 3
(EUR 800 million) programmes, as well as
Community initiatives (EUR 880 million) be 
cause payment requests from the Member
States were lower than initially envisaged.
The unused appropriations in 2003 mainly re 
lated to the earlier programmes 1994–99,
where payments amounted to EUR 3.5 billion
of the EUR 5.9 billion available, whereas for
the new Structural Fund programmes
2000–06, payments of EUR 22.7 billion were
made, an implementation rate of 96 %, com 
pared with 91 % in 2002. 
After a steep increase of outstanding commit 
ments (RAL) in previous years, the situation
in the Structural Funds almost stabilised in
2003, with an increase of around 3 %, from
EUR 60.5 billion at end 2002 to EUR 62.4
billion at end 2003.
3. Structural operations (Heading 2)
(million EUR)
Initial Initial Carried Amending Impact  of  Other Total Imple  %
budget reserve forward budget budgetary appro  available mentation
(AB) authority priations appro 
transfers priations
(less reserve)
Commitments 33 980 0 33 0  34 013 33 987 100
Payments 33 173 0 3 254  5 000 411 31 838 28 528 90
4. Internal policies (Heading 3)
(million EUR)
Initial Initial Carried Amending Impact  of  Other Total Imple  %
budget reserve forward budget budgetary appro  available mentation
+ EFTA (AB) authority priations appro 
receipts transfers priations
(less reserve)
Commitments 6 560 236 22 105 0  821 7 715 7 173 93
Payments 6 103 101 87 0  242  1 201 7 217 5 672 7932
Commitments
Commitments made amounted to EUR 7.2
billion, or 93 %. The EUR 550 million not
used was spread across the heading, with
EUR 400 million concerning ‘other appropri 
ations’ mainly for research and technological
development (B6). These appropriations are,
as a rule, carried over to the next financial
year. EUR 105 million was transferred from
the EU Solidarity Fund to cover emergency
aid following natural disasters in Italy, Spain
and Portugal.
Payments
Payments made amounted to EUR 5.6 billion,
an implementation rate of 78 % as against
83% in 2002. Excluding ‘other appropria 
tions’, which, as a rule, are carried over to the
next financial year, the unused appropriations
for the heading were in the region of EUR
700 million, dispersed across the heading but
mainly concerning:
 EUR 200 million for research and develop 
ment (B6), mostly related to completion of
programmes prior to 1999 (B6 51) and the
fifth framework programme (B6 52);
 EUR 56 million for the EU Solidarity
Fund (B2 4), which appropriations were to
be carried over to 2004 to cover payments
for documents signed in December 2003;
 EUR 50 million (excluding current re 
serve) for area for freedom, security and
justice (B5 8), mainly EUR 18 million for
the European Refugee Fund (B5 810), of
which EUR 10 million was to be carried
over to 2004.
5. External action (Heading 4)
(million EUR)
Initial Initial Carried Amending Impact  of  Other Total Imple  %
budget reserve forward budget budgetary appro  available mentation
(AB) authority priations appro 
transfers priations
(less reserve)
Commitments 4 915 35 35 0 115  119 5 218 5 066 97
Payments 4 814 31 32 0  90 119 4 886 4 286 88
Commitments
Under this heading EUR 5.1 billion was com 
mitted, an implementation rate of 97 %, simi 
lar to last year. Unused appropriations mainly
concern EUR 50 million for macrofinancial
assistance for cooperation with the Balkan
countries (B7 54).
Payments
Payments made in 2003 totalled EUR 4.3 bil 
lion, an implementation rate of 88 %. Unused
appropriations amounted to EUR 600 million.
Almost half of this amount related to the pro 
gramme for cooperation with the western
Balkans (B7 54). This chapter faces the tran 
sition from fast disbursing reconstruction aid
to more traditional cooperation programmes
which renders the payments forecasts more
difficult during that period. An impressive in 
crease in payments (+ 60 % or + EUR 108
million) was recorded in the budget lines for
the benefit of Latin America.33
Commitments
An implementation rate of 98 % was achieved
for this heading, similar to the result in 2002.
Payments
Payments amounting to EUR 2.8 billion were
made, an implementation rate of 80 %, com 
pared with EUR 1.7 billion or 67 % last year.
This represents an underutilisation of around
EUR 480 million, made up of EUR 288 mil 
lion for ISPA (B7 02) and EUR 170 million
for Sapard (B7 01) due to late payment re 
quests.
6. Administration (Heading 5)
(million EUR)
Initial Initial Carried Amending Budgetary Other Total Imple  %
budget reserve forward budget authority appro  available mentation
(AB) transfers priations appro 
(less reserve) priations
Commitments 5 352 8 17 22 2 217 5 609 5 546 99 %
Payments 5 352 8 470 22 2 235 6 081 5 305 87 %
The commitment appropriations for adminis 
trative expenditure were practically fully im 
plemented. EUR 562 million of payment
appropriations were automatically carried
over to 2004.
7. Pre-accession aid (Heading 7)
(million EUR)
Initial Initial Carried Amending Impact  of  Other Total Imple  %
budget reserve forward budget budgetary appro  available mentation
(AB) authority priations appro 
transfers priations
(less reserve)
Commitments 3 386 0000   6 2 3  4 4 9 3  3 9 3 9 8
Payments 2 707 0000 9 1 2  7 9 9 2  2 4 0 8 034 6. POLICY AREAS AND ACTIVITIES 
BY ACTIVITY-BASED BUDGETING
Activity based budgeting (ABB) is a bud 
getary approach introduced by the administra 
tive reform of the Commission. It involves a
new budget structure, in which budget titles
correspond to policy areas and budget chap 
ters to activities. The operational budget is
completed with the necessary administrative
expenditure and staff for each policy area.
Activity statements are presented in the bud 
getary documents to describe and justify the
activity concerned, together with the general
objectives and whenever possible, outputs
produced as measured by relevant indicators.
This chapter of the report is a presentation of
the actions of the European Union in 2003, in
ABB format, and includes the implementation
of commitments in 2003. For each main poli 
cy area an example illustrating the use of re 
sources in 2003 has been selected.
The intention is to give the reader:
 a description, albeit simplified, of activi 
ties summarising the main programmes
and projects (i.e. what is the aim of the ex 
penditure?);
 actual figures of commitments in 2003,
showing clearly the budgetary significance
of the activity (i.e. how much is spent?);
 tangible examples of implemented projects
with the EU budgetary and Commission
staff resources within policy areas (i.e. on
what is it spent?).
In this presentation:
 Number of staff comprises those in 2003
within the establishment plan, together
with the support staff (temporary, auxiliary
and interim staff) and the linguistic ser 
vices staff attributed to the policy area.
 Administrative expenditure consists of ex 
penditure 2003 related to staff and external
staff, other management expenditure,
building and related expenditure and ex 
penditure on administrative management
of implemented programmes. These fig 
ures are indicated without further com 
ment.
 Data on administrative support without ap 
propriations and activities without budget
lines have been included in the table over 
leaf which provides an overview of all the
policy areas.
The ABB nomenclature used for this part of
the report is primarily that of 2003.35
TABLE 6
Overview of budget implementation by policy area
Implementation 2003
Policy area Total appropriations Human resources
(million EUR)
Economic and financial affairs 327 517
Enterprise 263 945
Competition 78 772
Employment and social affairs 9 794 795
Agriculture and rural development 47 904 1 080
Energy and transport 985 1 015
Environment 260 615
Indirect research 2 732 1 675
Direct research 269 2 133
Information society 992 1 057
Fisheries 907 317
Internal market 56 495
Regional policy 22 009 603
Taxation and customs union 85 480
Education and culture 827 717
Press and communication 136 693
Health and consumer protection 467 830
Justice and home affairs 133 338
External relations 3 273 3 047
Trade 68 547
Development and relations 
with ACP countries 1 140 2 182
Enlargement 1 976 785
Humanitarian aid 562 158
Fight against fraud 48 34836
Activities 2003 — Commitments
Total commitments EUR 327 million 
Administrative expenditure              EUR 56 million
Economic and financial
affairs
Number of staff:  517
Objective: To ensure the smooth functioning of Economic and Monetary Union, and the
provision of high quality advice to the Commission and other Community institutions on
economic and financial questions.
International economic and financial questions        EUR 22 million 
The financial interventions relate to macro 
economic aid in the form of grants to coun 
tries of the western Balkans and the New In 
dependent States (of ex Soviet Union). These
are generally balance of payments support
measures or general budget support which ac 
company IMF backed reform programmes.
Macroeconomic aid is part of the CARDS and
TACIS annual allocations for the regions.
Financial operations           EUR 242 million 
 The guarantee reserve of EUR 217 million
is determined by the financial perspective
and is used to guarantee loans to third
countries, either directly by the Communi 
ty (macro financial assistance, Euratom
loans) or by the EIB.
 Under the Enterprise programme, EUR 66
million was allocated to improving the
financial environment of enterprises.37
Over the coming decades, the size and age 
profile of the population of EU Member
States will undergo substantial changes. The
large cohorts of the post war years will
reach retirement age, while fertility rates are
expected to remain low and life expectancy
is expected to continue increasing. These
demographic changes will lead to signifi 
cant pressure for increased spending on
public pensions and healthcare, and raise
doubts as to whether public finances are
sustainable in the long term. Such concerns
acquired added significance in EMU given
the commitment to ensure sound public fi 
nances at all times in accordance with the
Stability and Growth Pact (SGP).
There is a growing involvement of the EU
in the debate on ageing populations focus 
ing on the steps being taken to ensure the
long term sustainability of public finances
in EMU.
While Eurostat carries out long term popu 
lation projections (the latest up to 2050), the
Economic and Financial Affairs DG active 
ly works on the economic and budgetary
consequences of ageing populations, among
others on how to deal with the long term
sustainability of public finances within the
existing EU framework for budgetary sur 
veillance.
This is leading to attempts at EU level to
develop more comparable projections for
the impact of ageing on public finances and
to the development of a comprehensive pol 
icy response to the economic and budgetary
consequences of ageing populations by the
EU, where the long term sustainability of
public finances will be systematically incor 
porated into the budgetary surveillance
process at EU level.
Example The economic and budgetary consequences of ageing
Economic and monetary union      EUR 7 million
Enhanced economic policy coordination,
through multilateral surveillance of Member
States’ economic policies, preparation of the
broad economic policy guidelines and the
assessment of national stability and conver 
gence programmes.38
Activities 2003 — Commitments
????????????????,
Enterprise
Number of staff:  945 
Objective: To make the European Union the most competitive and dynamic knowledge-driven
economy by making it more entrepreneurial and by getting still more from the internal
market.
Total commitments            EUR 263 million
Administrative expenditure      EUR 108 million
Encouraging entrepreneurship         EUR 43 million 
The multiannual programme for enterprises
and entrepreneurship (2001–05) aims at pro 
moting entrepreneurship and the business en 
vironment.
Research — Promoting innovation and change   EUR 67 million
The research programme ‘Research and inno 
vation’ aims to improve Europe’s innovation
performance by stimulating a better integra 
tion between research and innovation and by
working towards a more coherent policy and
regulatory environment.39
Informal individual investors, business
angels, finance and advise a large number
of start up companies. By sharing their ex 
periences and expanding the financing op 
portunities of entrepreneurs they contribute
to growth and employment, and make Euro 
pean culture more entrepreneurial.
The supply of start up and early stage equi 
ty finance has become more and more de 
pendent on business angels, as venture capi 
tal funds are not able to accommodate a
large number of small deals with heavy due
diligence requirements. The traditional Eu 
ropean source of start up and early stage fi 
nancing has been bank lending, but it has
become unattractive for banks due to its
high overhead costs.
Recognition of the importance of business
angels and angel networks at public policy
level is needed to create an environment
favouring their investments.
The focus of this benchmarking business
angels project report is in the possibilities of
the public sector to stimulate the activities
of business angels and business angel net 
works. The project has been carried out by
an expert group that was set up by the En 
terprise DG of the European Commission.
The expert group was composed of experts
nominated by governments and private sec 
tor experts. This combination provided a
very fruitful basis for the work of the group.
The project was anchored on the observa 
tion in several forums that the potential in 
vestment capacity of business angels in Eu 
rope had not been fully utilised. In many
Member States the activities of business
angel networks had not developed enough
so that they could effectively facilitate the
matching of investors and projects. The
benchmarking project aimed to find the best
practices and set up benchmarks so that the
situation could be improved.
Example Benchmarking ‘business angels’
Getting still more from the internal market    EUR 39 million
A smooth operation of the internal market in
the field of standardisation and harmonisation,
in particular through the following actions:
 ‘operation and development of the internal
market’which covers the Commission’s
tasks concerning the implementation of the
internal market directives;
 the subsidy for the European Agency for
the Evaluation of Medicinal Products;
 standardisation and approximation of laws.
Competitiveness and other policies      EUR 6 million
Developing an industrial competitiveness pol 
icy for the European Union by benchmarking
and other initiatives.40
Activities 2003 — Commitments
????????????????,
Competition
Number of staff:  772
Total commitments              EUR 78 million
Administrative expenditure             EUR 78 million
Objective: To guarantee uniform and fair conditions for companies in the single market and
to safeguard the interests of consumers by ensuring that they receive a fair share of the effi-
ciencies possible in a more integrated  market.
Competition enforcement is one of the Com 
mission’s central Treaty obligations and will
play an essential role in economic governance
within the single market.
Enlargement will imply significant law en 
forcement obligations.
Competition issues are embracing global di 
mensions that necessitate closer international
cooperation between competition authorities
in different countries.41
For many people, the notion of ‘competition
policy’ may seem remote, legalistic and
complicated — something for lawyers and
economists to debate, but nothing to do
with ‘ordinary people’. What use is compe 
tition policy to the man or woman in the
street?
Competition in the marketplace is a simple
and efficient means of guaranteeing con 
sumers products and services of excellent
quality at competitive prices. Suppliers
(producers and traders) offer goods or ser 
vices on the market to meet their customers’
demands. Customers seek the best deal
available in terms of quality and price for
the products they require. The best deal for
customers emerges as a result of a contest
between suppliers.
Competition policy aims to ensure wider
consumer choice, technological innovation
and effective price competition, thus con 
tributing to both consumer welfare and to
the competitiveness of European industry.
This is achieved by ensuring that companies
compete rather than collude, that dominant
companies do not abuse their market power
and that efficiencies are passed on to final
consumers.
Ensuring effective competition: the role
of the European Commission
There are four main areas of action of Euro 
pean competition policy.
 Antitrust and cartels: the elimination of
agreements which restrict competition
(e.g. price fixing agreements, or cartels,
between competitors) and of abuses by
firms who hold a dominant position on
the market.
 Merger control: the control of mergers
between firms (e.g. a merger between
two large groups which would result in
their dominating the market).
 Liberalisation: introducing competition
in monopolistic economic sectors (e.g.
telecommunications).
 State aid control: the control of State aid
measures by Member State governments
to ensure that such measures do not dis 
tort competition in the Common Market
(e.g. the prohibition of a State grant de 
signed to keep a loss making firm in
business even though it has no prospect
of recovery).
Example: European competition policy: what does it mean for you?42
Activities 2003 — Commitments
????????????????,
Employment and social
affairs
Number of staff:  795
Total commitments                         EUR  9 794 million
Administrative expenditure         EUR 91 million
Objective: To contribute to the development of a modern, innovative and sustainable Euro-
pean social model with more and better jobs in an inclusive society based on equal opportuni-
ties
Employment and European Social Fund (ESF)    EUR 9 577 million
The ESF appropriations are predetermined
within the overall framework for the Struc 
tural Funds. The main task of the ESF is to
finance:
 development and structural adjustment of
less developed regions;
 the economic and social conversion of
areas in structural difficulty;
 adaptation and modernisation of policies
and systems for education, training and
employment;
 the EQUAL Community initiative aids the
development of human resources in a con 
text of equal opportunities.43
The new European job mobility portal, offi 
cially launched on 19 September 2003, is
based around the EURES network and web 
site.
It aims to provide a user friendly means of
accessing the information needed for those
contemplating a move for career or for
learning purposes. As well as providing in 
formation on available jobs throughout the
EEA and the possibility for jobseekers to
post their CVs online, the portal will have
information on living and working condi 
tions, labour market developments (tracking
shortages and surpluses of labour), and on
education and training opportunities (via the
Ploteus site run by the Commission’s Direc 
torate General for Education and Culture).
The employment guidelines, adopted by the
Council in July 2003, specify that by 2005
jobseekers throughout the EU should be
able to consult all job vacancies advertised
through Member States’ employment ser 
vices. It can therefore be expected that the
job mobility portal will become the essen 
tial supporting mechanism to underpin
labour mobility throughout the EU.
The European Commission’s mobility in 
formation campaign 2003/04, whose pur 
pose is to target employers and workers on
the key dimensions, opportunities and pos 
sibilities provided by the internal market
and the European labour markets for skills,
was also launched on 19 September. This
European wide campaign aims at raising
awareness of the advantages of jobs and
learning mobility, with a wide range of in 
formation activities across Europe.
Example: Launch of the European ‘job mobility portal’and 
the Europe-wide mobility information campaign
Promoting an inclusive society      EUR 51 million
The coordination of national social inclusion
policies together with implementation of the
Community programme for tackling exclusion
2002–06. It also involves the modernisation
of social protection systems by supporting
increased cooperation between the Member
States in this field.
Equal opportunities for women and men  EUR 10 million
Application of the framework strategy on
gender equality and the corresponding
Community programme.
Work organisations and working conditions       EUR 64 million 
Financial aid is provided for:
 promoting both the sectoral and multisec 
toral aspects of the social dialogue;
 modernising labour law and industrial rela 
tions by drawing up legal instruments;
 promoting worker mobility throughout the
EU, with special emphasis on coordinating
national social security schemes;
 security schemes.44
Activities 2003 — Commitments
Agriculture and 
rural development
Number of staff:  1 080 
Total commitments                 EUR 47 904 million
Administrative expenditure             EUR 125 million
Policy strategy and coordination     EUR 54 million
External relations    EUR 5 million
Objective: To secure guaranteed food supplies for Europe and to maintain and encourage
rural development through diversification by fulfilling the consumer’s needs with the produc-
tion of high-quality food which at the same time respects the environment.
Plant products                EUR 26 326 million
This activity is organised into a number of
common market organisations (CMO) for the
different plant sectors (cereals, olive oil, wine,
textile plants, sugar, etc.) and for direct aid to
arable farmers.
Animal products          EUR 13 461 million
This activity is organised into a number of
common market organisations (CMO) for the
different animal sectors (milk and milk prod 
ucts, beef and veal, sheepmeat, pigmeat, etc.).
Price and market stabilisation and support of
farm income measures are financed.
Annual contributions to international organi 
sations.45
Rural development         EUR 7 768 million
The development policy, relating to farming
and conversion to other activities, aims:
 to improve agricultural holdings;
 to guarantee the safety and quality of food 
stuffs;
 to ensure fair and stable incomes for
farmers;
 to ensure that environmental issues are
taken into account;
 to develop complementary and alternative
activities that generate employment, with a
view to slowing the depopulation of the
countryside and strengthening the econom 
ic and social fabric of rural areas;
 to improve living and working conditions
and promote equal opportunities.
Audit of agricultural expenditure  EUR  -395 million
Monitoring and preventive measures and
clearance of accounts.
Sapard     EUR  560 million
This measure provides aid to agriculture and
rural development in the candidate countries.
Why promote genetic diversity?
When the genetic diversity of crops and breeds
diminishes and genes are lost, this can lead to a
higher susceptibility to diseases and stress fac 
tors. It can also lead to a loss of genes which
allow the crop or breed to adapt itself to specif 
ic local growth conditions. A sustainable, low
input agriculture needs crops and breeds with a
capacity to adapt themselves to local climatic
and soil conditions, with variation in resistances
and tolerances against pests. So, sustainable
agriculture needs a highly diverse gene pool
and if agriculture is to produce high added 
value produce, it needs genes with good
organoleptic characteristics and optimal trans 
formation quality. For these reasons it is impor 
tant to preserve genetic resources in agriculture.
In December 2003, the European Commission
adopted a proposal for a Council regulation
for a second EU programme for the conserva 
tion, characterisation, collection and use of
genetic resources in agriculture.
The new programme, covering the period
2004–06, will promote genetic diversity and
the exchange of information including close
coordination between Member States and be 
tween the Member States and the European
Commission for the conservation and sustain 
able use of genetic resources in agriculture.
It will also facilitate coordination in the field
of international undertakings on genetic re 
sources.
The programme will consist of targeted ac 
tions, concerted actions and accompanying
actions.
An example of a targeted action would be the
development of decentralised, permanent and
widely accessible web based inventories col 
lecting knowledge on the genetic resources of
crops and breeds available in the EU, their
origins and their characteristics. This informa 
tion could be made available at European and
international levels. This could be the case for
ex situ collections held in European gene
banks, but also for all kinds of genetic re 
sources conserved and cultivated on farm or
in the wild (in situ).
Example: EUR 10 million for a new EU programme 
to promote biological and genetic diversity46
Activities 2003 — Commitments
Total commitments        EUR 985 million
Administrative expenditure        EUR 100 million
Energy and transport
Number of staff:  1 015 
Objective: To reconcile energy and transport with environmental constraints, while ensuring
economic growth, safety and security of supply, by focusing on achieving the internal market,
ensuring a modal shift in transport and energy together with safety-related measures and the
development of trans-European networks.47
??????????????????, ??????????????????, ??????????????????,
Conventional and renewable energy   EUR 64 million  
 Launch of a new intelligent energy for Eu 
rope programme.
 Creation of strategic stocks of oil and gas
and their management at Community level.
 Security and safety in the nuclear industry.
Nuclear inspections     EUR 13 million
Ensuring the non proliferation of nuclear
material and its peaceful use by monitoring
stocks and movements of civil nuclear fuels.
Research related to energy and transport EUR 144 million
Implementing the sixth framework pro 
gramme of research in respect of
 aeronautics and space;
 sustainable development, global change
and ecosystems;
 supporting policies and anticipating scien 
tific and technological needs.
Trans-European networks       EUR 626 million
 Adoption of proposals on infrastructure
charging and the promotion of public 
private partnerships, and the development
of airport capacity.
 The extension of TENs to the new Member
States.
Inland, air and maritime transport     EUR 39 million
 Shifting the balance in favour of environ 
mentally friendly modes of transport and
putting users at the heart of this policy.
 Improving transport safety and security.
 Creation of the single European sky, and
international agreements.
 Operational implementation of the Euro 
pean Aviation Safety Authority and the
European Maritime Safety Agency.48
A new regulation agreed in October 2003
by the European Parliament and the Council
gives air passengers effective, all round
protection in overbooking, denial of board 
ing and flight cancellation situations. It in 
troduces four important new rights.
Extend air passengers’ rights to all kinds
of flights
Until now, non scheduled flights, which
form a large part of the market, have been
excluded. The new regulation will cover
both scheduled and non scheduled flights
(including air transport sold as part of a
package holiday). Also, the new regulation
will apply not only to passengers departing
from an airport located in a Member State
but also, if the airline operating the flight is
a Community carrier, to passengers flying
from a third country to a Member State, un 
less they receive similar treatment in the
third country.
Cut denied boarding
The new regulation will dramatically reduce
the frequency of denying boarding against a
passenger’s will, by a combination of two
measures.
 First, when expecting to turn passengers
away, and before doing anything else,
airlines will be obliged to call for volun 
teers to surrender their seats in exchange
for advantages; in other words they
would try to strike a deal with passen 
gers interested in giving up their seats.
Only if insufficient volunteers came for 
ward, would they be allowed to deny
passengers boarding against their will.
 Second, if after all airlines or tour opera 
tors do deny passengers boarding, they
would have to pay compensation at a
dissuasive level:  EUR 250 for flights of
less than 1 500 km; EUR 400 for intra 
Community flights of more than 1 500
km and for other flights 1500 and 3 500
km;  EUR 600 for all other flights.
In addition to financial compensation, pas 
sengers denied boarding will continue to
enjoy these rights: the choice between reim 
bursement of their ticket and an alternative
flight, and meals, refreshments and hotel
accommodation.
Minimise the inconvenience of cancella-
tions
When airlines or tour operators cancel
flights at their own responsibility, passen 
gers will have the right to compensation at
the rate fixed for denied boarding, unless:
they are informed two weeks before the
scheduled time of departure, or they are in 
formed in due time and re routed at a time
very close to that of their original flight.
In addition, in case of cancellations, passen 
gers will receive three other rights: meals
and refreshments, and hotel accommoda 
tion, when a cancellation obliges a passen 
ger to stay overnight, and reimbursement,
when a cancellation delays a passenger for
at least five hours.
Assist passengers facing long delays
When airlines reasonably expect a long
delay, they will be obliged to give passen 
gers: meals and refreshments, and hotel
accommodation, when a delay obliges a
passenger to stay overnight, and reimburse 
ment, when a delay delays a passenger for
at least five hours.
Example: New rights for air passengers in the whole EU4950
Activities 2003 — Commitments
Environment
Number of staff:  615
Total commitments                     EUR 260 million
1
Global environmental affairs     EUR 13 million
Objective: A high level of protection of the natural environment; resource-efficiency in pro-
duction, consumption and waste management; promotion of sustainable development and the
integration of environmental considerations into other policy areas; addressing global chal-
lenges such as climate change and biodiversity.
Climate change, enlargement and regional co 
operation, development and the Mediter 
ranean, biodiversity and other international
issues.
Environmental programmes and projects  EUR  149 million
Mainly LIFE III: LIFE Nature (EUR 72 mil 
lion) specifically targets the conservation of
natural habitats and of species of wild fauna and
flora, whereas LIFE Environment (EUR 72 mil 
lion) is aimed at contributing to the develop 
ment of innovative and integrated methods to
further the development of Community envi 
ronment policy, stressing sustainable industrial
production and the inclusion of environmental
considerations in land use and management.
Monitoring forest and environmental interac 
tions (EUR 13 million).
LIFE III third countries: support activities in the
environment sector in Mediterranean third
countries and the Baltic Sea (EUR 10 million).
Administrative expenditure      EUR 76 million51
In September 2003, the European Commis 
sion selected 104 environmental innovation
projects for funding under the LIFE Envi 
ronment scheme. The projects selected will
be carried out by 14 EU Member States (all
except Luxembourg) and six candidate
countries (Estonia, Latvia, Hungary, Roma 
nia, Slovenia and Slovakia). These projects
represent a total investment of around EUR
216 million to which LIFE Environment
will provide EUR 69 million.
The projects selected apply cutting edge
technology to solve environmental prob 
lems in several areas. The waste manage 
ment and integrated production policy sec 
tors predominate in terms of the number of
projects selected and the EU funding allo 
cated. The projects will receive this finan 
cial support upon their compliance with the
administrative and financial provisions.
The 104 projects selected cover the follow 
ing five areas: promoting the integration of
environmental considerations into land use
development, planning and urban manage 
ment; encouraging sustainable management
of water resources; preventing, recycling
and reusing waste; mitigating the environ 
mental impact of economic activity; and
promoting integrated production policy.
Integrated production policy is the theme of
the largest proportion of projects selected
(27 projects, EU contribution of EUR 17.4
million). However, the 25 projects dealing
with waste management take the largest
share of the funding (EU contribution of
EUR 18.7 million, which represents 27 %
of the total).
Sustainable management of water resources
also draws a significant share of the funding
2003, with 20 % of the funding allocated 
to 24 projects (EU contribution of EUR
13.7 million).
Some 17 projects co financed to the tune of
EUR 11.9 million relate to the theme of
minimising the impact of economic activi 
ties, which covers clean technologies and
the reduction of greenhouse gas emissions.
Finally, EUR 7.5 million has been allocated
to 11 projects which deal with the theme of
promoting the integration of environmental
considerations, whether in the urban envi 
ronment, in coastal zone management,
tourism or other areas of land use develop 
ment and planning.
EU funding of EUR 69 million covers
approximately 32 % of the project costs for
2003. The remaining EUR 147 million
comes from beneficiaries, partners and co 
financiers. The average EU financial alloca 
tion per project amounts to EUR 700  000.
Example: Life-environment: 104 environmental innovation projects 
share EUR 69 million of Commission funding
Development of new policy initiatives  EUR 12 million
A comprehensive approach based on the sixth
environmental action programme addressing
Implementation of environment policy  EUR 11 million
 The subsidy to the European Environment
Agency.
 The development of effective means to
support transposition and implementation
of environmental legislation.
 Promoting better environmental gover 
nance.
priority environmental concerns.52
Activities 2003 — Commitments
????????????????,
Number of staff:  1 675
Total commitments      EUR  2 732 million  (1)
Administrative expenditure   EUR 43 million
Indirect research 
Objective: To create the European research area, a border-free zone for research, in which
scientific resources will be better deployed and research and technology efforts improved to
remain competitive in an increasingly global economy.
Geonomics and biotechnology for health EUR 504 million
To help Europe exploit breakthroughs in
decoding the genomes of living organisms,
particularly for the benefit of public health
and European biotechnology competitiveness.
Nanotechnologies, intelligent materials, 
new production processes EUR 283 million
Leading edge technologies for the knowledge
and intelligence based products, services and
manufacturing processes.53
Aeronautics and space   EUR 193 million
To consolidate and exploit the position of the
European aeronautics and space industry.
Food quality and safety    EUR 149 million
To develop an environmentally friendly sys 
tem of production and distribution of safe and
healthy food.
Sustainable development, global change and ecosystems  EUR 327 million
To strengthen the scientific and technological
capacities needed for Europe to be able to im 
plement sustainable development.
Citizens and governance in a knowledge based society  EUR 54 million
To develop an understanding of and to
address issues related to the emergence of the
knowledge based society and people/institu 
tions relations.
Specific measures covering a wider field of research  EUR 273 million
 To develop research activities in support of
other Community policies.
 Specific research activities for SMEs.
 Measures in support of international coop 
eration.
Structuring the European research area EUR 477 million 
 Research and innovation.
 Human resources and mobility.
 Research infrastructures.
 Science and society.
Strengthening the foundations of 
the European research area
EUR 72 million
Programme coordination and joint actions at
national or regional levels.54
Research and training under the Euratom Treaty EUR 191 million 
 Controlled thermonuclear fusion.
 Management of radioactive waste.
 Radiation protection.
Management of programmes committed in accordance 
with the former financial regulation EUR 169 million55
In December 2003, the EU signed an agree 
ment with the United States, Japan and
China to address air pollution from trans 
port.
The accord will allow for joint research on
emissions and vehicle testing, and it fore 
sees the creation of a common scientific
platform to measure and benchmark air pol 
lution from traffic. The joint effort will
offer scientific support for the forthcoming
international emission requirements for
transport, and a basis for the next European
standards for passenger cars and light duty
vehicles (EURO V).
Cleaning up
The European Commission is preparing di 
rectives to establish exhaust limits for pas 
senger cars and light duty vehicles (EURO
V) and for heavy duty vehicles (EURO VI).
Its Clean Air For Europe (CAFE) pro 
gramme is the framework for future air
quality legislation and related policy initia 
tives. CAFE has already identified high lev 
els of air pollutants, such as particulate mat 
ter (PM) and ozone, as transport related
problems that need to be addressed. Other
toxic components from vehicle exhaust
fumes are likely to be included in future Eu 
ropean legislation.
Research projects look into emissions
The following are research projects under 
taken by the JRC.
 Fuel effects on emissions: the Commis 
sion’s JRC studies the effect that new
fuels can have on vehicle emissions.
Tests are performed using both different
qualities of diesel fuel and additives that
reduce particulate matter emissions.
 Non road mobile machinery: the JRC
has contributed to developing a new test
cycle for non road mobile machinery
and is coordinating an UNECE working
group to define the new protocol for the
worldwide harmonised test cycle.
 Worldwide motorcycle test cycle: the
JRC has carried out an extensive mea 
surement campaign to develop new
emission limits for motorbikes. Over
460 chassis dynamometer tests have
been performed, followed by a success 
ful international round robin test.
 Well to wheel analysis: the JRC has de 
veloped a well to wheel analysis tool in
cooperation with the European car man 
ufacturers (EUCAR) and fuel suppliers
(Concawe) associations. This enables the
comparison of the total carbon dioxide
(CO2) emissions efficiency of passenger
cars that use different conventional and
non conventional fuels. 
Example: EU research drive to reduce air pollution from traffic56
Total commitments      EUR 992 million
Administrative expenditure           EUR 112 million
Information society
Number of staff:  1  057
Objective: To make sure that Europe’s business, governments and citizens continue to play a
leading role in shaping and participating in the global knowledge and information-based
economy.
eEurope and electronic communications policy  EUR 74 million  
To promote the development of the informa 
tion society and the internal market in com 
munications services.
Research and technological development 
on information society policy EUR 807 million
Community support under the sixth research
framework programme for research in infor 
mation society technologies aims to step up
innovation and enhance the competitiveness
of European industrial and commercial firms
and help the European public derive even
greater benefits.
Activities 2003 — Commitments57
As part of Europe’s determined effort to
tackle illegal and harmful content on the In 
ternet and new delivery platforms such as
mobile phones, a two year extension to the
safer Internet action plan was adopted in
May 2003 by the European Parliament and
Council, upon a proposal from the Commis 
sion.
This is the EU’s response to better equip
parents and children with tools and aware 
ness they need for daily life in an informa 
tion society, and to tackle the controversial
issue of illegal and harmful content on the
Internet. The action plan supports a network
of hotlines in Europe where illegal content
can be reported. It encourages self regula 
tion, benchmarks content filtering and
rating systems and supports a European
network of safer Internet awareness centres.
The extended safer Internet action plan in 
cludes measures to encourage exchange of
information and coordination with the rele 
vant actors at national level, and has special
provisions for accession countries.
Actors in the field of self regulation are
brought together through a forum — the
Safer Internet Forum — modelled on the
EU cyber crime forum. The extended action
plan covers many different types of illegal
content or conduct including racist material,
and takes account of new online technolo 
gies such as mobile and broadband content,
online games, peer to peer file transfer and
all forms of real time communications such
as chat rooms and instant messages. The
networks of hotlines and awareness nodes
continue to be key instruments of the pro 
gramme, alongside the benchmarking of fil 
tering software.
Example: EU moves against illegal and harmful content online58
Total commitments EUR 269 million (1)
Administrative expenditure    EUR 1 million
Direct research
Number of staff: 2 133
Objective: The Joint Research Centre (JRC) operates in nuclear and non-nuclear scientific
areas and its mission is to provide customer-driven scientific and technical support for the
conception, development, implementation and monitoring of EU policies.
Directly financed research operational appropriations EC EUR 35 million 
The activity comprises direct scientific and
technical support action for Community poli 
cies within the sixth framework programme
on two themes:
 food, chemical products and health;
 environment and sustainability.
(1)  This figure includes also EFTA appropriations, PECO
appropriations and third party receipts.
Activities 2003 — Commitments59
Directly financed research operational 
appropriations Euratom  EUR 221 million
 Nuclear waste management  Safety of reactors.
In the last decade Europe has experienced a
number of unusually long lasting rainfall events
that produced severe floods, e.g. in the Nether 
lands, Belgium, France and Germany (1993,
1995), the Czech Republic, Poland and Ger 
many (1997), North Italy (1994, 2000) and in
the UK (1998, 2000).
The trend seems to be continuing: according to
the WMO statement on the status of the global
climate in 2001 (WMO, 2001), in England and
Wales the 24 month period ending in March
2001 was the wettest in the 236 year time series
of precipitation. From October 2000 to March
2001 precipitation was also exceptional in Brit 
tany (France), where the normal annual rainfall
was exceeded by 20 to 40 % in parts of the re 
gion. A third consecutive year of severe flood 
ing occurred in Hungary and parts of eastern
Europe in March 2001 — the Tisza river
reached its highest level in more than 100 years,
the previous record was set in 1888. The worst
flooding in Poland since the 1997 floods oc 
curred in July after two weeks of heavy rain
caused flooding in the Vistula river. In August
2002 devastating and costly floods in the Elbe
and the Danube rivers were observed, and fur 
ther extreme precipitation and flooding in south 
ern France, where almost half of the normal an 
nual rainfall fell in just one day.
And the year 2003 also started with hurricane 
force winds and torrential rains across Europe,
killing at least six people, flooding tens of thou 
sands of homes and hampering rail, road and
waterway traffic during the first week of Janu 
ary. Winds of nearly 200 kph (125 mph) and
flooding caused chaos in Germany, France,
Britain, Portugal, Belgium, Austria, the Nether 
lands and the Czech Republic with barge traffic
halted on key rivers and toppled trees blocking
roads and rail lines.
This summary of events seems to support pro 
jections of future climate indicating that further
increase in severe floods in north and north west
Europe are likely.
The JRC aims to complement Member State ac 
tivities towards floods in terms of prevention,
preparedness, and damage assessment. The ac 
tivities of the Floods Group of the IES Weather
Driven Natural Hazards Action therefore focus
on
 prevention: evaluation of flood defence
strategies in transnational catchments via
scenario studies on technical measures, land 
use change, historic land use changes, and
climate change;
 preparedness: development of a European
flood early alert system (EFAS) with an in 
creased flood warning time providing local
water authorities, aid organisations and the
EC with addition medium to long term infor 
mation;
 damage assessment: post flood analysis
based on satellite imagery and modelling.
Further, feasibility studies on regional flash 
flood modelling, drought modelling and land 
slides are also ongoing or foreseen. 
Example: Floods — prevention, preparedness and damage assessment
Decommissioning     EUR 13 million
In addition to the sixth framework pro 
gramme, financing is provided for an ac 
tion plan to eliminate the weight of the
nuclear past from activities.60
Activities 2003 — Commitments
Total commitments     EUR 907 million
Administrative expenditure     EUR 37 million
Fisheries
Number of staff:  317
Objective: To conserve marine resources by managing them responsibly.
Fisheries markets    EUR 22 million
Interventions concerning fisheries products
are decreasing, resulting both from rising in 
ternational price levels, and the entry into
force of the reform of the common market
organisation.
International fisheries        EUR 185 million
Fisheries agreements with third countries and
contributions to international organisations.
Specific actions in support of the common fisheries policy EUR 65 million
Specific measures in support of the internal
aspects of the CFP, in particular financing of
the control infrastructures of the Member
States, inspection and surveillance of fishing
activities, strengthening of dialogue with in 
dustry and the sectors concerned and the man 
agement of resources (systematic collection of
basic data, improvement of scientific advice).61
??????????????????, ??????????????????, ??????????????????, ??????????????????,
The European Commission adopted in July 2003
a draft regulation to curb the accidental capture of
cetaceans such as dolphins and harbour porpoises
in fishing gear, as this is threatening the conserva 
tion of these species.
The measures taken by Member States under the
1992 habitats directive have been insufficient to
adequately protect these animals. The Commis 
sion therefore proposes a two pronged approach:
first, a short term step designed to tackle by 
catches by immediately restricting the use of drift 
nets in the Baltic and phasing them out complete 
ly by January 2007, and establishing the
mandatory use of acoustic devices on gill nets
throughout EC waters to warn off cetaceans.
The second part will involve measures to ensure
the monitoring of cetacean by catches with a view
to increasing knowledge of the phenomenon.
Greater understanding of by catches and better as 
sessment of cetacean populations are necessary to
develop more strategic measures at a later date.
Proposed measures
There are insufficient data to allow a precise esti 
mation of the number of accidental catches of
cetaceans in fishing gear, their distribution and
their impact on populations. However, available
scientific advice shows that most of the fishing
gears commonly used in European fisheries are
responsible for some cetacean by catch. The most
serious problems appear to be caused by gill nets
and pelagic (mid water) trawls. The Commission
is proposing two main sets of measures to curb
by catches:
• Phasing out the use of driftnets in the Baltic
Sea:
Harbour porpoises are the most critically endan 
gered small cetaceans in Europe. The population
of Baltic harbour porpoises is so low as to make
the impact of the rare by catches significant for
the conservation of this population. To protect
biodiversity, the Commission proposes to limit the
length of driftnets in the Baltic to 2.5 km immedi 
ately.
• Using acoustic deterrent devices
Wide ranging tests on acoustic devices, better
known as ‘pingers’, have been shown to reduce
by catches of small cetaceans such as dolphins
and harbour porpoises in gill net fisheries around
the world.
Monitoring of by-catches
The above mentioned measures were recommend 
ed by scientists as a first step until more informa 
tion was collected on the behavioural relationships
between cetaceans and fisheries in order to design
more comprehensive strategies. This is why, in ad 
dition to the short term measures outlined above,
greater knowledge must be gained through moni 
toring of fishing activities and improved assess 
ment and surveillance of cetacean populations.
The Commission proposes therefore that Member
States put in place, as a matter of priority, on board
observer schemes to monitor cetacean by catches
in the fisheries identified as presenting a high risk
where pelagic trawls or gill nets are used. In the
case of vessels to which the observer scheme can 
not be applied for security or any such reason,
Member States must establish alternative methods
of independent monitoring at sea.
Example: Fisheries: the Commission proposes measures 
to protect dolphins and porpoises
Fisheries research EUR 20 million
Structural interventions for fisheries  EUR 578 million
The Financial Instrument for Fisheries Guid 
ance (FIFG) appropriations are predetermined
within the overall framework for the Structur 
al Funds. The FIFG is financing development
and the structural adjustment of the less de 
veloped regions and structural measures in the
fisheries sector in other regions. Innovative
actions at Community level such as studies,
pilot project and experience sharing, are also
supported.
Supporting policies and anticipating scientific
and technological needs under the sixth
framework programme.62
Activities 2003 — Commitments
Total commitments                            EUR 56 million
Administrative expenditure               EUR 53 million
Internal market
Number of staff:  495
Objective: To enhance employment and commercial opportunities, to widen the choice of
goods and services, to lower prices, to promote labour mobility and international competitive-
ness; to ensure that the European internal market functions effectively and to formulate and
execute Commission policy in key areas of the internal market; to eliminate unjustified obsta-
cles to the free movement of goods and services and to freedom of establishment; to raise
awareness and provide information concerning internal market rights and opportunities.
Policy strategy and coordination EUR 4 million63
Public procurement represents more than
EUR 720 billion annually, which amounts
to about 11 % of the Union’s GDP. Such
figures confirm the importance of public
procurement in terms of impact on the Sin 
gle Market and competition, as well as
opening of markets for European suppliers.
European public procurement policy aims
to help public authorities and utilities deliv 
er higher quality services at lower cost to
Europe’s citizens by bringing the benefits of
the Single Market to public procurement.
European public procurement opportuni-
ties — For public contracts with an estimat 
ed value above certain thresholds, European
directives establish common rules for ad 
vertising procurement needs, invitations to
tender and contract award. These rules are
based on the principles of non discrimina 
tion on the basis of nationality for EU firms,
free competition and transparency of award
procedures. These notices have to be pub 
lished in the Supplement of the Official
Journal of the European Union, available
on the TED (Tenders Electronic Daily)
database.
National public procurement opportuni-
ties — For those public procurement oppor 
tunities below the thresholds and which do
not fall under the European directives dif 
ferent rules and practices are applied at Eu 
ropean and national levels. Information on
those public procurement opportunities are
available in national databases.
More information:
SIMAP (‘Système d’Information pour les
March s Publics’) The SIMAP website is
the official procurement site of the Euro 
pean Union. This site provides specific
tools like the electronic on line notification
service and background information on
rules and procedures, both at European and
national levels. For suppliers, the site pro 
vides information on the procurement mar 
ket. It makes it possible to search opportu 
nities in all linked (or hosted) databases and
sites (Purchaser Profiles), including smaller
contracts and third countries acquisition; a
special Search and Retrieval mechanism al 
lows the selection of specific opportunities,
even below the thresholds or outside the
European Union. The Purchaser Profiles
will make it possible to directly access the
tender documents relating to the call for
tenders or to consult the annual acquisition
plan of a certain contracting authority.
SIMAP has also a guide on remedies relat 
ing to public procurement. This guide out 
lines the remedies available in Member
States in respect of breaches of the Euro 
pean Union (EU) procurement rules, as im 
plemented into national law. Separate chap 
ters are devoted to the situation in each
Member State. The guide is intended to in 
crease awareness and understanding
amongst suppliers to the public and utility
sectors. Each chapter gives practical guid 
ance on the steps open to suppliers who feel
that they have suffered as a result of a
breach.
Example Public procurement in the European Union64
Activities 2003 — Commitments
Cohesion Fund                   EUR 2835 million  
The Cohesion Fund provides project finance
assistance to Spain, Greece, Portugal and Ire 
land, to implement environmental and trans 
portation infrastructure projects.
Pre-accession interventions 
related to the structural policies
EUR 1126 million
Within the framework of the pre accession
strategy, ISPA (Instrument for structural poli 
cies for pre accession) supports the accession
countries of central and eastern Europe to
catch up with Community standards on trans 
portation infrastructure and environmental in 
vestments.
Total commitments        EUR 22009 million
Administrative expenditure        EUR 69 million
Solidarity Fund management   EUR 105 million  
Regional policy
Number of staff:  603
Objective: To combat the still striking disparities of income and opportunity between the 250
regions of the European Union.65
ERDF and other regional interventions   EUR 17 874 million
Commitment appropriations are predeter 
mined within the overall framework for the
Structural Funds, as decided by the Berlin Eu 
ropean Council in 1999. The specific level of
appropriations derives directly from the pro 
grammes negotiated with the Member States.
The ERDF is the major player in the financing
of:
 Objective 1, to promote development and
the structural adjustment of less developed
regions; and
 Objective 2, to promote the economic and
social conversion of areas in structural dif 
ficulty.
 the Interreg Community initiative for the
promotion of cross border, transnational
and interregional cooperation; and
 the URBAN Community initiative for eco 
nomic and social regeneration of cities and
urban neighbourhoods in crisis, with a
view to promoting sustainable urban de 
velopment.
Innovative action programmes and technical
assistance projects are also eligible for ERDF
support.
Activities promoted by the ERDF include in
particular:
 productive investments to create and safe 
guard sustainable jobs;
 investment in infrastructure;
 establishment and development of trans 
European networks.
On 1 August 2003, the Commission launched
the ‘Regions of knowledge’ pilot action,
which aims to boost the involvement of Euro 
pean regions in creating a knowledge based
economy. The initiative has an initial budget
of EUR 2.5 million for 2003, which will
come from the Structural Funds and from the
European framework programme for re 
search.
Support will be provided for innovative pro 
jects involving regions in several Member
States that have identified knowledge (know 
how, human resources, research and develop 
ment and other ‘intangible’ production fac 
tors) as playing a key role in the development
of their regional economies. It is anticipated
that up to 10 projects will receive support in
the first year.
Projects to be supported will include technol 
ogy audits, developing economic and techno 
logical future models at regional level, initia 
tives to promote university involvement in
the local economy, mentoring between tech 
nologically advanced and less favoured re 
gions, and awareness raising actions focusing
on the role of knowledge as a booster of re 
gional development.
The ‘Regions of knowledge’ initiative recog 
nises the crucial role of the regions in devel 
oping the European research area (ERA) and
driving economic growth. Research shows
that there is a positive relationship between a
region’s spending on R & D and its overall
wealth.
The performance of EU regions in research
activities and in realising the economic bene 
fits of the knowledge based economy varies
widely. While some regions, such as Baden
Wurttemberg (Germany), Île de France
(France), Uusimaa (Finland), Vaestsverige
(Sweden) and eastern England (United King 
dom), spend well over 3 % of their gross do 
mestic product (GDP) on R & D, in many re 
gions this figure is less than 0.5 %.
To receive funding projects must involve
bodies or entities from at least three EU
Member States.
Example: Involving regions in the knowledge economy66
Activities 2003 — Commitments
????????????????,
Number of staff:  480
Customs policy               EUR 22 million
The Customs 2007 programme with the goal
of ensuring that customs authorities apply
Community legislation in such a way as to en 
sure the smooth operation of the internal mar 
ket in an enlarged Community.
Taxation policy     EUR 11 million
New Fiscalis 2007 programme to tighten up
taxation systems in the internal market by im 
proving cooperation between the relevant de 
partments and officials in the Member States,
and identifying obstacles to such cooperation
in areas like legislation and administrative
practices so that they can be removed.
Total commitments                EUR  85 million
Administrative expenditure              EUR 52 million
Taxation and 
customs union
Objective: To remove harmful tax competition as well as to apply common rules at the exter-
nal borders of the Single Market.
International aspects of taxation and customs  EUR 1 million
Customs 2002 and 2007 programme with the
aim to provide as much support as possible
for the enlargement process, by bringing cur 
rent working methods into line.67
Customs 2007 is designed to help to facili 
tate trade and to combat fraud so as to safe 
guard the financial and security interests of
the Community and its citizens. A new fac 
tor which is becoming increasingly impor 
tant is taking into account the changing role
of customs with regard to new policies such
as health and environmental protection. A
particular focus of Customs 2007 will be
helping new Member States prepare their
systems to respond to open market condi 
tions and to implement customs controls on
behalf of the EU at the new external fron 
tier. Customs 2007 runs from 1 January
2003 to 31 December 2007 and will provide
a legal and financial base for:
(1)  electronic information exchange sys 
tems between national administrations,
(2)  training seminars for customs officials
and experts,
(3)  the exchanges of officials between na 
tional administrations and
(4) the basis for an electronic system which
will allow business to move towards a
paperless customs environment.
The cost of the programme will be shared
between the European Community (EC)
and the participating countries and, for the
EC over the five years, will be EUR 133
million. The budget will be increased on en 
largement to cover the needs of the new
Member States.
Customs 2007 will use a range of tools such
as the development and maintenance of the
Community component of IT systems, ex 
changes of officials, seminars, workshops
and project groups to achieve its objectives.
It will continue existing activities, including
the development of the common training
programme and will provide technical assis 
tance to the applicant countries and to third 
country administrations.
Protection of Community interests
Customs have an important role to play to
combat fraud and criminal activities. This
requires specialist investigators, sound leg 
islation and effective tools. From an EU
point of view, the protection of Community
interests also requires good cooperation and
mechanisms for the exchange of informa 
tion.
Trade facilitation
The EU has to be a strong economic and
trade partner in the world economy. Cus 
toms have an important role to play to en 
sure the competitiveness of the European
trade environment. The programme con 
tributes to this broad objective by minimis 
ing the burden placed on trade in relation to
customs legislation and procedures.
Equivalent results and infrastructure
Customs in the Community operate under a
common legal framework based on com 
mon application provisions and a common
customs tariff. Whilst the legal framework
is well established, its implementation cur 
rently depends on individual national ad 
ministrations with differing national respon 
sibilities who are called upon to act as if
they were one when applying Community
customs law.
Example The Customs 2007 programme68
Activities 2003 — Commitments
Number of staff:  717
Culture and language   EUR 37 million
Total commitments                 EUR  827 million
Administrative expenditure     EUR 102 million
Education
and culture
Objective: To reinforce the human dimension of Europe by making the most of Europe’s
common cultural heritage, by developing a feeling of European citizenship and by contribut-
ing to the creation of a European space for education and training.
Education        EUR 289 million
The Socrates programme aims to
 strengthen the European dimension in edu 
cation at all levels;
 promote knowledge of the languages of the
European Union;
 promote cooperation and mobility in edu 
cation;
 encourage innovation in the development
of educational practices and materials.
Vocational training        EUR 203 million
The Leonardo da Vinci programme is intend 
ed to improve the quality and increase the im 
pact of initial and continuing possibilities for
vocational training, with a view to developing
personal abilities and skills, while looking to
encourage innovation in the training field (in 
cluding university/industry cooperation).69
‘I want to move to Italy and study architecture —
what’s the easiest way of finding out what my op 
tions are and what is available?’
‘I have to move to Sweden with my family —
how am I going to find out about the school sys 
tem for my children?’
The answers to all these questions and more can
be found through the EU Ploteus Internet portal
(http://europa.eu.int/ploteus), designed to connect
people to detailed information on education and
training in Europe. This portal on learning oppor 
tunities throughout the European space, which in
ancient Greek means ‘navigator’, was launched in
Brussels in March 2003.
This portal, along with the EURES portal already
in existence and containing the European database
on job opportunities, will provide people with a
vast array of useful information, opening a world
of opportunities for its users.
The portal itself is divided into a number of differ 
ent sections: learning opportunities, education sys 
tems, exchanges, contacts and moving to a coun 
try. One of the most useful functions of the portal
will be to connect surfers to national education
websites providing lists of schools, colleges and
other educational institutions through the learning
opportunities section. Here one can weigh up vari 
ous options about studying anything from engi 
neering in Finland, business in Spain or forestry in
Austria. Links to databases at national level mean
that all options are accessible with ease.
The section on education systems will focus on
providing detailed information about the national
education and training systems at all levels from
primary right through to postgraduate as well as
further education and training.
Exchange, as the title indicates, provides the nec 
essary information to participate in European ex 
change programmes, giving students the opportu 
nity to study abroad for a fixed amount of time
during the course of their studies. Contact details
for various guidance centres throughout Europe
are provided in the contact section.
Aside from information about the opportunities
available in the various countries, the moving to a
country section provides important practical infor 
mation on a possible new destination. It includes
hints about finding accommodation, details about
the legal framework for studying and working, as
well as basics such as the cost of living and tax
and social security issues.
Example Europe of learning opportunities through a mouse click: 
Ploteus portal
Dialogue with the citizens       EUR 30 million
Community financing is provided for town 
twinning, European integration of universi 
ties, special annual events and action for civil
society.
Youth       EUR 84 million
The Youth programme’s objectives are to
 promote an active contribution by young
people to the building of Europe through
transnational exchanges;
 strengthen their sense of solidarity through
participation in transnational community
services’activities;
 encourage their sense of initiative, enter 
prise and creativity to play an active role in
society;
 strengthen cooperation in the field of youth
policy.
Audiovisual policy and sports       EUR  82 million
The implementation of the MediaPlus and
Media Training programmes to improve the
competitiveness of the European audiovisual in 
dustry, encourage cooperation and exchanges of
know how, and to improve the vocational edu 
cation of professionals in the industry.70
Activities 2003 — Commitments
????????????????,
Number of staff:  693
Total commitments               EUR 136 million
Administrative expenditure    EUR 85 million
Press and 
communication
Objective: To inform the media and citizens about the activities of the Commission, communi-
cate the objectives of its policies and actions, and to inform the Commission about the evolu-
tion of public opinion in Member States
Provision of information to the media on the decisions 
and the policies of the Commission EUR 16 million 
General information work concerning the Eu 
ropean Union.
Analysis of public opinion trends and development 
of general information for the citizens EUR 14 million
Informing citizens about the political objec 
tives and Community activities.71
‘Bringing information about Europe to the
heart of rural communities’
The Commission helped set up the first
rural information carrefours in 1988.
Their aim is to bring information about Eu 
rope to the heart of rural communities and
to foster contacts, discussions and events
through bodies that are firmly rooted in
local life and experienced in rural develop 
ment and information (farmers’ associa 
tions, foundations, etc.). Information is not
limited simply to the common agricultural
policy.
The wider aim is to inform socioeconomic
players and the public about the EU and
about Community policies and measures of
concern to rural areas, to stimulate dialogue
and cooperation and to encourage people to
share their experiences.
Some of the 129 carrefours in rural areas
throughout Europe publish their own
newsletters or magazines, others work to 
gether with the local media, while others or 
ganise training courses, seminars, and con 
ferences, set up web sites, and much more
besides.
The carrefours are also interlinked in a net 
work. Together, they are able to provide a
wide range of expertise in many fields (en 
vironment, agriculture, employment, mea 
sures for young people, etc.). They ex 
change information and undertake joint
projects drawing on the close relationships
built up with other rural communities linked
to the network.
Example: Rural information carrefours
Coordination of information relays and networks 
in the European Union
EUR 11 million
Financing of information outlets (coordination
and animation activities of the network).
Integrated management of means of communication
(at central and local levels) EUR 9 million
The coordinated use of traditional and modern
information and communication means, for
example, the management of the Europa site,
Europe by Satellite, the mediatheque, the call
centre Europe Direct.72
Activities 2003 — Commitments
Number of staff:  830
Food safety, animal health, animal welfare and 
plant health EUR 295 million
 Interventions in the field of veterinary and
plant health, and in particular the measures
to be taken in the context of BSE and foot 
and mouth disease.
 Contribution to the European Food Safety
Agency.
Total commitments                     EUR 467 million
Administrative expenditure             EUR 95 million
Health and 
consumer protection
Objective: To ensure a high level of protection of consumer health, safety and economic inter-
ests as well as of public health at the level of the European Union.
Consumer policy                 EUR 22 million
The multiannual strategy for consumer pro 
tection sets out three strategic medium term
objectives:
 a high harmonised level of consumer pro 
tection across the EU;
 effective enforcement of consumer protec 
tion rules;
 proper involvement of consumer organisa 
tions in EU policies.73
The European Commission adopted in No 
vember 2003 a decision establishing a
model passport which will allow pets and
their owners to travel more easily within the
European Union. New EU legislation
comes into force in July 2004 which will
mean all cats, dogs and ferrets will need a
passport to travel. The pet passport, a vet 
erinary document, will provide proof that
the animal has been vaccinated against ra 
bies. This is the sole requirement for pets to
travel to all Member States except Ireland,
Sweden and the United Kingdom. The pass 
port can also contain details of other vacci 
nations, including those not required by
law, as well as information on the animal’s
medical history.
Why do pets need passports?
Harmonised veterinary controls on the
movement of animals between Member
States for trade have been in place for some
time. The same rules do not exist for pets.
Member States require many different doc 
uments to prove a pet meets the veterinary
conditions required for travel.
Regulation 998/2003 harmonised the rules
on travelling with pets to make it easier for
EU citizens and their cats or dogs to enjoy
the freedom of movement within the Union.
The pet passport will be accepted in all
Member States. It can also contain details
of other vaccinations and clinical examina 
tions to give a clear picture of the animal’s
health status. This will facilitate veterinary
checks and provide evidence of good health
for a pet travelling to third countries free of
rabies or where the disease is under control.
What difference will it make?
Travelling with pets will become much eas 
ier. All the different documents needed for
travel into each Member State will be re 
placed by one veterinary document, the pet
passport, which will be recognised across
the EU. Visits to the vet will also become
much more straightforward as the passport
can instantly inform the vet about the pet’s
medical history.
Example Travelling with pets: pet passports
Public health                 EUR 55 million
The main objectives of the framework pro 
gramme are:
 improving health information and knowl 
edge by developing and operating a com 
prehensive information system;
 responding rapidly and in a coordinated
way to health threats by enhancing the ca 
pacity to tackle communicable diseases
and by strengthening the capacity to tackle
other health threats;
 addressing health determinants through
promotion and disease prevention mea 
sures.74
Activities 2003 — Commitments
Total commitments                    EUR 133 million  
Administrative expenditure            EUR 36 million
Justice
and home affairs
Number of staff:  338
Objective: To ensure that the citizens of the European Union enjoy freedom and equal access
to security and justice.
Framework programmes for civil matters and
for cooperation in criminal law. The aim of
the area of freedom, security and justice is to
establish the free movement of European
Union citizens and non EU nationals through 
out the Union, while guaranteeing public se 
curity, and combating all forms of organised
crime (trafficking in human beings, sexual ex 
ploitation of children, vehicle, arms and drug
trafficking, corruption, fraud) and terror.
Immigration, asylum and visas; free movement of persons; 
civil law; citizenship and fundamental rights EUR 60 million
The activity mainly comprises the European
Refugee Fund involving both structural mea 
sures and emergency measures in the event of a
sudden influx of refugees. It further includes
preparatory measures for the integration of
third country nationals and for cooperation with
third countries in the field of immigration.
Policy strategy and coordination     EUR 7 million
Police, customs and judicial cooperation in criminal 
and civil matters EUR 20 million75
??????????????????, ??????????????????, ??????????????????, ??????????????????, ??????????????????,
A secure electronic network of transmission
channels between the national authorities
dealing with asylum applications, called
DubliNET, became operational on 1 Sep 
tember 2003 in the EU Member States, plus
Norway and Iceland. Its creation was called
for by the ‘Dublin II’ Regulation establish 
ing criteria and mechanisms for determining
the Member State responsible for examin 
ing an asylum application lodged by a third
country national, which replaces the Dublin
convention.
DubliNET uses services offered by the IDA
(interchange of data between administra 
tions) programme to guarantee a high level
of security to the protection of data pertain 
ing to asylum seekers.
Not only has it standardised how informa 
tion is exchanged by Member States
through the use of electronically signed
forms, it has also established a reliable au 
thentification and identification infrastruc 
ture over an encrypted network and has
obliged Member States to ensure continuity
of service.
DubliNET has simplified procedures to the
benefit of national administrations by iden 
tifying one single national access point by
Member State, plus Norway and Iceland.
It is also consistent with Eurodac, an EU 
wide electronic system launched on 15 Jan 
uary 2003 which compares the fingerprints
of asylum applicants, in order to identify
those who have already lodged an asylum
application in another Member State.
Both DubliNet and Eurodac were created
by the European Commission, in close co 
operation with the Member States.
Under this regulation, responsibility for ex 
amining an asylum application lies with the
Member State which played the most im 
portant part in the applicant’s entry or resi 
dence in the European Union. The Member
State responsible takes charge of the appli 
cant throughout the asylum procedure and
has an obligation to take back an applicant
who is illegally in another Member State.
The Member State called upon to take
charge of the applicant is obliged to make
the necessary checks and reply to the re 
quest addressed to it as quickly as possible
and under no circumstances exceeding a pe 
riod of two months from the referral. When
a Member State is requested to take back an
applicant for whom it is responsible, a reply
must be given within one month. When the
request is based on data obtained from the
Eurodac system, this time limit is reduced
to two weeks.
Example: Transmission of asylum applications between Member States — 
DubliNET now operational
Coordination in the field of drugs  EUR 9 million
The operational part of the appropriation for
the European Drugs and Drug Addiction
Monitoring Centre (EMCDDA) in Lisbon.76
Activities 2003 — Commitments
Total commitments               EUR 3273 million
Administrative expenditure          EUR 377 million
External relations
Number of staff:  3047       
Objective: To support the objectives of the EU external policy by means of cooperation, devel-
opment aid, conflict prevention and human rights programmes and projects, including pro-
motion of the EU’s identity on the international stage.
Enhancing the Community/EU role in multi 
lateral relations through conflict prevention
and crisis management measures, de mining
actions, managing migration, participation in
certain international organisations and forums
and through increasing the visibility of the
Community and its activities by communica 
tion and information.
Common foreign and security policy (CFSP)   EUR 47 million  
Actions undertaken under the common for 
eign and security policy, i.e. the follow up on
legal and institutional aspects, sanctions and
specific export regimes and the financial man 
agement of CFSP joint actions. A major action
in 2003 has been the setting up of a EU Police
Mission in Bosnia Herzegovina.
Multilateral relations and general external relations matters EUR 61 million77
Human rights and democratisation       EUR 102 million
The goals pursued are the EU’s promotion of
human rights and democratisation in third
countries with a focus on four key thematic
areas: (1) democratisation, good governance
and the rule of law; (2) the abolition of the
death penalty; (3) the fight against torture and
impunity and support of international criminal
tribunals; (4) the fight against racism, xeno 
phobia and discrimination against minorities
and indigenous peoples.
Relations with non-EU OECD countries  EUR 18 million
Cooperation with the United States, Canada,
Japan, Korea, Australia and New Zealand.
Relations with eastern Europe, Caucasus and 
central Asian republics EUR 459 million
Relations with east European and central
Asian partner States and the Tacis pro 
gramme, which includes — over and above
programmes with each of the partner coun 
tries — a strong attention on cross border co 
operation, nuclear safety and the Chernobyl
Shelter Fund.
Relations with the western Balkans      EUR 604 million
The stabilisation and association process
(SAP) is a framework in which a new contrac 
tual relationship — stabilisation and associa 
tion agreements — and an assistance pro 
gramme (CARDS) help Albania, Bosnia
Herzegovina, Croatia, FYROM and the FRY
(Serbia, Kosovo and Montenegro) to progress
at their own pace towards EU membership.
Relations with the Middle East and south Mediterranean  EUR 768 million
The Barcelona Process is the Union’s main in 
strument to help promote stability and pros 
perity in the Union’s Mediterranean neigh 
bours. In the MEDA II programme (2000–06)
this goal will be attained by the enhancement
of relations with partners in the Mediterranean
region. This includes the development of a
free trade area, enhanced regional coopera 
tion, economic dialogue, justice and home af 
fairs, the social dimension, human rights and
democracy.
As for the Middle East peace process, efforts
will continue in support of a more active role
of the Union, both as regards establishing a
lasting ceasefire and moving into final status
negotiations.78
Relations with Latin America       EUR 282 million
The strategic sectors of the Community inter 
vention in Latin America are the following:
fight against poverty and social exclusion; in 
stitutional support, the consolidation of the
democratic process and promotion and protec 
tion of human rights; support for regional in 
tegration; the promotion of sustainable devel 
opment; support for the economic reforms and
for insertion into the world economy and the
facilitation of trade and of the economic rela 
tions between the European Union and Latin
America.
Relations with Asia    EUR 538 million
The main strategic axes of intervention to the
benefit of Asian developing countries will
continue to be basic education and health.
Where appropriate, efforts will be made to
mainstream the poverty focus in the other ob 
jectives of the Asia strategy such as trade and
investment relations, promotion of democra 
cy, human rights, rule of law and governance.
Contributing to the reconstruction of
Afghanistan is a major part of the expenditure
undertaken under this activity.
Policy strategy and coordination      EUR 19 million
Comprises evaluation activities and informa 
tion programmes.79
The European Commission adopted its
2003 annual work programme for antiper 
sonnel landmines with a budget of  EUR
18.2 million. The general objective of this
programme is to assist countries suffering
the consequences of antipersonnel land 
mines to create the conditions necessary for
their economic and social development. 
The main priorities in the work programme
are actions to eliminate the threat that
antipersonnel landmines/unexploded ordi 
nance (APL/UXO) represent for the affect 
ed populations and to alleviate their dramat 
ic effects (through mine clearance, mine
risk education, risk reduction and destruc 
tion of landmines in stocks or dumping
grounds); and actions to build and reinforce
local capacity and to increase mine action
efficiency and effectiveness (impact surveys
and associated tools).
As for geographic priorities, the focus coun 
tries — Afghanistan, Angola, Armenia,
Azerbaijan, Cambodia, Democratic Repub 
lic of Congo, Eritrea, Guinea Bissau, Iraq,
Laos, Mozambique, Myanmar, Sri Lanka
and Sudan — have been selected following
four criteria: accession to the international
Mine Ban Treaty (Ottawa Convention) or
efforts to comply with it, humanitarian im 
pact of the mine problem, prioritisation of
the issue in the national context, and strate 
gic importance for the EU.
The 2003 work programme proposes to im 
plement the EUR 18.2 million budget in the
following way:
EUR 13.1 million for direct grants mostly
through UN bodies in countries such as Ar 
menia, Azerbaijan, Afghanistan, Mozam 
bique, as well as for a targeted action to 
wards the involvement of non State actors
in mine action;
EUR 4.6 million for co financing of opera 
tions in Sri Lanka, Laos, Democratic Re 
public of Congo and Guinea Bissau through
calls for proposals;
EUR 0.5 million for further technical assis 
tance in Cambodia.
The 2003 work programme follows the EC
mine action strategy and multiannual in 
dicative programming 2002–04, which
amounts to around EUR 48 million.
Apart from the specific activities undertak 
en under this dedicated budget line, de min 
ing is frequently integrated in other projects
such as rural development or transport.
Example The fight against landmines80
Activities 2003 — Commitments
????????????????,
Number of staff:  547
Total commitments           EUR 68 million
Administrative expenditure        EUR 61 million
Trade
Objective: To contribute, in the general interest, to the harmonious development of world
trade, the gradual removal of restrictions to international trade, and the reduction of customs
barriers.
Trade policy     EUR 8 milliom
In the framework of the Doha round of multi 
lateral trade negotiations launched in Novem 
ber 2001, the EU supports further market ac 
cess together with the introduction of new
rules in the fields of competition and of in 
vestment, better integration of developing
countries in global trade as well as mecha 
nisms to clarify commercial rules and envi 
ronmental, health and social standards.81
Infectious diseases are responsible for al 
most half of all deaths in developing coun 
tries, and half of these diseases are caused
by HIV/AIDS, tuberculosis and malaria.
More than two billion inhabitants of the
world do not have regular access to ade 
quate treatment and cure. AIDS, tuberculo 
sis and malaria alone kill five million peo 
ple each year mostly in developing
countries.
In February 2001, the Commission adopted
the Programme for Action: accelerated ac 
tion on HIV/AIDS, malaria and tuberculosis
in the context of poverty reduction (updated
on 26 February 2003), which is based on a
comprehensive approach on the three major
communicable diseases. This was adopted
by the Council by resolutions and the Euro 
pean Parliament endorsed it. The Pro 
gramme for Action focuses on:
 maximising the ‘impact’ of measures to
strengthen healthcare systems on a na 
tional basis;
 increasing ‘affordability’, i.e. seeking to
lower the prices of essential medicines;
 identifying ways and means of promot 
ing research into new pharmaceuticals
and vaccines to fight these diseases.
The programme was updated by a Commis 
sion Communication COM(2003)93.
A Council regulation to prevent import of
tiered priced medicines into the EU was
adopted on 26 May 2003. This regulation
offers manufacturers and exporters of
strongly discounted medicines (tiered
priced products) reinforced prevention at
border level against imports into the EU
market where higher prices prevail. The
scope of diseases and scope of countries
largely correspond to the Programme for
Action. This is a clear example of how vari 
ous policy areas contribute to the common
strategy for combating poverty diseases.
Trade policy instruments complement ac 
tions undertaken as part of the research and
development policy areas.
Tariff and tax reductions in importing coun 
tries is another objective of the Commis 
sion, to be further examined at multilateral
level. While the EU and other developed
country markets apply zero tariffs on im 
ports of pharmaceuticals from other devel 
oped WTO members, developing countries
should be encouraged to eliminate tariffs
and other duties to lower consumer prices
on pharmaceuticals on their markets.
Example: Access to essential medicines82
Activities 2003 — Commitments
Number of staff:  2 182
Total commitments     EUR 1 140 million
Administrative expenditure       EUR 199 million
Development and relations
with ACP countries
Objective: The aim is defined in the Treaty, the Cotonou Agreement and the EC development
policy as: poverty eradication; sustainable economic and social development; the integration
of developing countries into the world economy; and to contribute to developing and consoli-
dating democracy, the rule of law and the respect for human rights and fundamental free-
doms.
Development cooperation policy and sectorial strategies EUR 762 million
Some development challenges require a re 
sponse strategy at a thematic level rather than
through the traditional country programmes
for reasons of effectiveness and visibility or
because the target groups are civil society
rather than established government structures.
This expenditure category therefore covers,
food aid (for more than half), a programme
for NGO co financing, support for the fight
against poverty diseases and interventions in
the environment/tropical forest sector.
In addition to the regular EU budget appropri 
ations, there are funds from the European De 
velopment Fund (EDF) for ACP (African,
Caribbean, Pacific) countries managed by the
Commission but outside the budget. The
Commission committed EUR 3.761 million
for the benefit of the ACP partners83
The main funds for the ACP countries come
from the European Development Fund (EDF),
i.e. outside the budget. Inside the budget, the
Commission manages cooperation with South
Relations with sub-Saharan Africa, the Caribbean, 
Pacific and Indian Ocean  EUR 167 million
Policy strategy and coordination   EUR 11 million
Comprises activities of evaluation, coordina 
tion and promotion of awareness on develop 
ment issues.
See also case studies in the chapter, European
development fund, in this report. 
Africa and a special programme of assistance
to the ACP banana producers with a view to
raising their competitiveness.84
Activities 2003 — Commitments
????????????????,
Number of staff:  785
Total commitments         EUR 1976 million
Administrative expenditure     EUR 124 million
Enlargement
Objective: A reunited Europe, a stronger, democratic and more stable continent able to gain
full advantage from an internal market of 500 million people.
Pre-accession assistance instruments   EUR 1 832 million
This activity essentially covers the Phare pro 
gramme for pre accession aid to the candidate
central and east European countries. The
activity comprises the main Phare programme
line, cross border cooperation, cooperation in
the nuclear field, and the contribution to the
European Training Foundation.
The Phare programme focuses on accession
by setting two priority aims: institution build 
ing with a focus on reinforcement of adminis 
trative and judicial capacity, and investments
related to the adoption and application of the
acquis communautaire.
Cyprus, Malta and Turkey also benefit from
support under this activity.
Information and communication strategy   EUR 20 million85
The year 2003 was the year on the eve of
enlargement of the EU with 10 new mem 
bers. Therefore, the European Commission
undertook a special effort  (EUR 5.5 million
under the Prince programme) to explain en 
largement to groups and networks within
civil society.
The Commission is in partnership with vari 
ous organisations whose projects are aimed
at better educating the general public (par 
ticularly groups focusing on women,
towns/cities, culture, sport, consumers, and
the elderly; young people; vulnerable
groups; rural populations and enterprises),
about the impact of enlargement on their
daily lives.
With available grants of up to 75 %, 22 spe 
cific projects have been selected out of 142
applications. As well as partnership with the
institutions, each of these projects, in vari 
ous stages of execution, involves coopera 
tion across at least three EU Member States
(MS) or three different MS regions and
often incorporates the new Member States
too.
The initiatives use events, seminars, train 
ing, debates, meetings, publications, arti 
cles, study groups, press conferences, ex 
changes, videos, exhibitions, and the
Internet to reach out to citizens and raise
their awareness about enlargement.
An example of a project (based on a dozen
or so seminars, cooperation fairs, fact find 
ing missions, symposiums and even an en 
largement party) is that of ‘Fostering inte 
gration and trade between SMEs — FIT for
enlargement’ created by the German Con 
federation of Skilled Crafts. European
Schoolnet (EUN) is engaging schoolchild 
ren through ‘myEurope Plus — A common
enlarged future’which is primarily based on
developing a website as a European hub for
resources, activities, linking of schools and
sharing of information on enlargement
issues with pupils and teachers. The culmi 
nation was a week long celebration of Eu 
rope’s enlargement across schools in the
current and future Member States.
Example: Call for proposals on enlargement partnerships 
with civil society 200386
Activities 2003 — Commitments
????????????????,
Number of staff:  158
Total commitments       EUR 562 million
Administrative expenditure       EUR 22 million
Humanitarian aid
Objective: To provide emergency assistance and relief to the victims of natural disasters or
armed conflicts outside the European Union in order to save life, reduce and prevent suffer-
ing and safeguard the integrity and dignity of third country populations affected by humani-
tarian crises. The aid is intended to go directly to those in distress, irrespective of race, reli-
gion or political convictions.
Humanitarian aid, including the ‘emergency aid reserve’ EUR 541 million
Non discriminatory assistance, geared primar 
ily towards help and protection for people in
third countries, primarily those in developing
countries, victims of natural disasters, wars or
armed conflicts. This aid also comprises
preparatory and preventive actions. Apart
from the funds available in the budget, an
‘emergency aid reserve’ allows the mobilisa 
tion of additional funds for humanitarian aid
actions as well as for crisis responses.87
The European Union as a whole (i.e. the 25
Member States and the Commission) is one
of the world’s main humanitarian aid
donors; the Humanitarian Aid Office
(ECHO) is the service of the European
Commission responsible for this activity.
The European Union’s mandate to ECHO is
to provide emergency assistance and relief
to the victims of natural disasters or armed
conflict outside the European Union. 
ECHO’s task is to ensure goods and ser 
vices get to crisis zones fast. Goods may in 
clude essential supplies, specific foodstuffs,
medical equipment, medicines and fuel.
Services may include medical teams, water
purification teams and logistical support.
Goods and services reach disaster areas via
ECHO partners.
Since 1992, ECHO has funded humanitari 
an aid in more than 85 countries. Its grants
cover emergency aid, food aid and aid to
refugees and displaced persons worth a total
of more than  EUR 600 million in 2003.
Apart from funds coming from the budget,
ECHO can also rely on a small complement
coming from the European Development
Fund; this explains the higher amount in the
table below which shows ECHO’s decisions,
amount by recipient countries and regions
2003.
Example: Humanitarian aidCountry/sub-region Decisions in euro
Africa, Caribbean, Pacific
Angola 13 900 000
Burkina Faso 472 500
Burundi 15 000 000
Caribbean/Pacific/Indian Ocean 1 400 000
Central African Republic 1 000 000
Chad 2 000 000
Coastal West Africa 16 000 000
Congo  4 000 000
Congo (Democratic Republic) 44 000 000
C te d’Ivoire 5 740 000
Eritrea 1 300 000
Ethiopia 2 000 000
Liberia, Sierra Leone 8 000 000
Mali 500 000
Namibia 100 000
Niger 472 500
Somalia 9 000 000
Southern Africa 25 000 000
Sudan 22 000 000
Tanzania 24 000 000
Uganda 8 000 000
Zimbabwe 13 000 000
ECHO flights 8 400 000
225 285 000
Eastern Europe/NIS
Georgia 2 200 000
Mongolia 1 000 000
Northern Caucasus (Chechnya crisis) 26 000 000
Tajikistan 10 000 000
Western Balkans 7 660 000
46 860 000
Middle East/North Africa
Iraq 97 139 000
Middle East (Palestine) 38 000 000
Algeria/Western Saharan refugees 7 142 500
Yemen 2 000 000
144 281 500
Asia
Afghanistan 54 000 000
Cambodia 4 000 000
China/Tibet 4 000 000
8889
Country/sub-region Decisions in euro
East Timor 2 000 000
India 2 650 000
Indonesia 3 500 000
Iran 839 000
Laos 1 700 000
Myanmar/Burma 5 320 000
Nepal 4 000 000
North Korea 17 000 000
Pakistan 1 000 000
Philippines 1 000 000
Sri Lanka 8 100 000
Thailand 6 240 000
Sars/Regional 1 600 000
116 949 000
Latin America
Argentina 1 385 000
Colombia 8 000 000
Ecuador 206 000
El Salvador 130 000
Guatemala 130 000
Honduras 130 000
Nicaragua 130 000
10 111 000
Dipecho
Andean Community 4 000 000
Central Asia 3 000 000
South Asia 2 500 000
Caribbean 2 500 000
12 000 000
Thematic funding
UNHCR 11 000 000
Unicef 996 000
ICRC 10 000 000
OCHA/IRIN 1 200 000
23 196 000
Other funding 
ECHO field experts 12 037 000
ECHO officies 4 880 000
Support expenditure 4 749 000
21 666 000
Total ECHO funding 2003 600 349 00090
Activities 2003— Commitments
????????????????,
Number of staff:  348
Total commitments            EUR 48 million
Administrative expenditure      EUR 38 million
Fight against fraud
Objective: To detect and monitor customs fraud, misappropriation of subsidies and tax
evasion and to combat corruption and all other illegal activities detrimental to the European
Union’s financial interests.
Fight against fraud            EUR 9 million
The core activities are:
 collection and analysis of information and
intelligence (including all related support
activities with the Member States and with
third countries);
 investigations (including all operational
support and coordination activities);
 follow up to investigations (including judi 
cial and financial follow up);
 legislative initiatives and evaluation of
legislation.
See also the detailed presentation of the OLAF and the fight against fraud.91
OLAF’s task
The mission of the European Anti Fraud Of 
fice (OLAF) is to protect the interests of the
European Union, to fight fraud, corruption
and any other serious irregular activity, in 
cluding misconduct within the European insti 
tutions. In these fields, OLAF carries out all
the powers of investigation conferred on the
European Commission by Community legisla 
tion and the agreements in force with third
countries. Over and above the protection of
financial interests, the responsibility of the
Office concerns all the activities connected
with safeguarding Community interests against
irregular behaviour likely to lead to adminis 
trative or penal proceedings.
OLAF’s methods and means
OLAF achieves its mission by conducting, in
full independence, internal and external inves 
tigations. It also organises close and regular
cooperation between the competent authori 
ties of the Member States and the candidate
countries in order to coordinate their activi 
ties. OLAF supplies Member States with the
necessary support and technical know how to
help them in their anti fraud activities. It con 
tributes to the design of the anti fraud strategy
and methods of the European Union and takes
the necessary initiatives to strengthen the rele 
vant legislation. OLAF activities are being
carried out with integrity, impartiality and
professionalism, and will, at all times, respect
the rights and freedoms of individuals and be
fully consistent with the law.
Impact of OLAF’s
investigations
The total financial impact estimated by the in 
vestigation teams for all completed investiga 
tions which were passed to financial follow 
up during OLAF’s regular reporting period 
(1 July 2002–30 June 2003) amounted to
more than EUR 850 million.
OLAF maintained the policy of ‘zero toler 
ance’, investigating all serious allegations of
corruption within the European institutions.
Priority was therefore given to internal inves 
tigations, to which additional resources were
diverted during the reporting period. OLAF
also gave priority to casework relating to the
enlargement process. Preparations for enlarge 
ment intensified in all operational and training
aspects. Experience demonstrated that an ef 
fective OLAF presence and close cooperation
with national authorities leads to a significant
increase in successful investigations.
7. FIGHT AGAINST FRAUD
Figure 4 
Cases in follow-up with estimated financial
impact at the end of the reporting period
Agriculture
EUR 400 million
(46 %)
Anti corruption
EUR 15 million (2 %)
Cigarettes, alcohol and VAT
EUR 10 million (1 %)
Direct expenditure 
and external aid
EUR 20 million (2 %)
Customs
EUR 20 million (2 %)
Structural Funds
EUR 400 million
(46 %)92
During OLAF’s reporting period, 1 184 cases
were under investigation. The Office opened
375 new investigations and closed altogether
805 investigations and other cases, many of
which dated from OLAF’s predecessor in the
1990s, UCLAF. At the end of the period, 206
case records registered in OLAF’s case man 
agement system (CMS) were in the assess 
ment stage and 671 cases were under active
investigation. The number of cases in the fol 
low up stage doubled. The total number of
new case records registered during the report 
ing period increased by approximately 4 %
(from 539 to 563). The average weight of
each case increased with the elimination of
old cases. At the end of the period, the case
management system stored a total of 3 440
case records, an increase of 18 % over the
previous year. Of those, 1 423 had been inher 
ited from UCLAF.
TABLE 7
Investigation activity and human resources employed 
by sector during reporting period
OLAF sector Cases treated Human resources per sector 
at the end of the reporting period
Anti corruption 70 13
Direct expenditure and external aid 371 25
Structural Funds 241 15
Agriculture 218 20
Cigarettes, alcohol and VAT 69 18
Customs 215 18
Grand total 1 184 109
Figure 5 
New case records from the reporting period 
by OLAF sector
Agriculture
95 (17 %)
Anti corruption
62 (11 %)
Cigarettes, alcohol and VAT
40 (7 %)
Direct expenditure 
79 (14 %)
Structural Funds
100 (18 %)
External aid 
123 (22 %)
Customs
64 (11 %)93
Case study
As a result of an enquiry by the European
Parliament and of reports by the media in 
dicating that Community funds had been
misappropriated, OLAF obtained further
information from the Employment and So 
cial Affairs DG. Subsequent examination of
the available information led OLAF to alert
the national police authorities, with a view
to cooperating with them and providing
them with technical assistance.
A coordination case was opened with the
Guardia di Finanza, Italy. OLAF organised
several coordination meetings in order to
facilitate exchanges and planning.
The investigations in Italy subsequently re 
vealed that of the EUR 1.44 million of
funding available from the European Social
Fund (ESF) for 26 online training courses,
almost half, EUR 697 217, had been misap 
propriated. Indications of overpricing on in 
voices and falsified documents were identi 
fied during the operation. A file was
subsequently sent to the national judicial
authorities, alleging that 10 individuals had
been involved in a conspiracy to embezzle
Community funds. Steps have been taken
to recover these funds.
Case study
In response to information from various
sources indicating a massive increase in the
amounts of sugar being imported into the
territory of the European Community from
a number of countries in the Balkans (more
than 250 000 tonnes in 2001–02), OLAF
opened a number of investigations. The
motivation for the increase in imports is
closely linked with a regulation applicable
from September 2000, whereby these coun 
tries were able to benefit from preferential
trade conditions in exporting their goods to
the European market. Previously, certain
countries in the Balkans region were net
importers of sugar.
As Croatia is not a known producer of
sugar cane, a case related to imports into
Greece of a mixture of beet sugar and cane
sugar declared as originating in Croatia has
been referred to the judicial authorities in
Greece. Judicial enquiries have also com 
menced in Austria, Italy and Germany
against companies which allegedly declared
that consignments originated in the Federal
Republic of Yugoslavia, instead of in the
EU and other countries.
OLAF has carried out investigations to
identify diversion from within the EU. Its
investigations also aimed to prevent further
abuse of the regulation by highlighting the
difficulties in applying the regulation and
its shortcomings.
As a result of these findings, on 30 April
2003 the European Commission suspended
the preferential regime for Serbia and Mon 
tenegro for three months. This suspension
follows the warning given to importers
published by the Commission on 26 June
2002. It may be prolonged should there be
further non compliance in certification and
control of origin of the sugar exported.
Investigations supported by analytical and
intelligence activities are still ongoing and
continue to contribute to successful out 
comes by monitoring changes in the trade
flow. The amount of unpaid duties to 
be recovered so far is estimated to be 
EUR 700000. The amount for recovery
may increase considerably as the situation
develops.94
Public opinion and fraud
In order to analyse the public awareness of
fraud in general and fraud against the EU and
its budget, OLAF initiated a Eurobarometer
survey which was carried out during October
2003 in the then 15 Member States (EU 15)
and 13 accession and candidate countries
(CC 13) (1). The results, published on the 14
January 2004, show that respondents are par 
ticularly concerned about corruption (55 % in
the EU 15 and 69 % in the CC 13), fraud re 
lating to quality of food and agricultural prod 
ucts (46 % in the EU 15 and 57 % in the CC 
13) and commercial fraud (39 % in the EU 15
and 58 % in the CC 13). Citizens are more
preoccupied by wrongdoing in national/local
governments and institutions (36 % in the
EU 15), than about wrongdoing in EU institu 
tions. As concerns fraud against the EU, more
than half the respondents disagree with the
statement that fraud against the EU and its
budget happens very rarely. There is a very
wide consensus that defrauding the EU and its
budget is harmful both for the vast majority of
citizens who are honest and for the national
economy. EU citizens trust the police force to
fight against fraud, while citizens from acces 
sion and candidate countries look more to the
EU itself. Both groups agree that fighting
fraud should be a political priority and the EU
has a role to play. However, a majority of citi 
zens feels fairly badly informed about the
fight against fraud against the EU and its
budget.
In order to give an answer to this request of
the European citizens, during the reporting
period, OLAF reinforced the activities of the
OLAF Antifraud Communicators Network
(OAFCN) (2), which brings together press and
public relations officers from national law en 
forcement partners. The main aim of the net 
work is to improve the level and quality of in 
formation for the European citizen on the pro 
tection of the Community’s financial interests.
The network was expanded to 40 members
this year to include the acceding and candi 
date countries.
The OAFCN held a three day training course
for anti fraud communicators entitled ‘Pro 
tecting the Communities’ Financial interests:
information and communication as a means of
prevention of fraud in the context of EU en 
largement’. This training course which was
jointly organised by OLAF and the Romanian
government’s control department took place
in Bucharest, Romania, in October 2003 (3).
OLAF’s non-operational
activities in 2003 included:
 joint audits (Regional Policy DG/OLAF)
in the 15 Member States on the application
of Regulation (EC) No 1681/94 concern 
ing the communication and follow up by
the Member States of cases of irregulari 
ties detected in the field of the Structural
Funds: the conclusions were forwarded to
the European Parliament in early 2004 and
to the Court of Auditors and will be fol 
lowed by a proposal to simplify the com 
munication procedures;
 audit by the task force on recovery in
EAGGF Guarantee of outstanding Com 
munity entitlements (more than EUR 1 bil 
lion) relating to cases of irregularity com 
municated before 1999, in preparation of
the formal clearance of accounts proce 
dure;
 full implementation of the fraud proofing
procedure in the Community legislative
process in close coordination with the au 
thorising directorates;
(1) http://europa.eu.int/comm/anti_fraud/press_room/eurobar/
en.html.
(2) http://europa.eu.int/comm/anti_fraud/olaf oafcn/en.html.
(3) http://europa.eu.int/comm/anti_fraud/olaf oafcn/seminars/
bu_en.html.95
 full operation under Commission responsi 
bility of the European technical and scien 
tific centre in charge of the protection of
euro coins from counterfeiting; circulation
of technical know how as regards euro
coins and notes under the Pericles pro 
gramme, in 16 projects for exchanges, as 
sistance and training;
 defining a legal basis for the promotion of
actions in the field of the protection of the
financial interests of the Community: the
‘Hercules’ programme was granted a mul 
tiannual budget of EUR 11 775 000, for a
three year period by the European Parlia 
ment and the Council on 6 April 2004;
 supporting the Member States in the field
of intelligence and in the operational field:
in addition to the existing anti fraud infor 
mation system (AFIS), in March 2003, a
central database on sensitive data for oper 
ational uses (Customs Information Service,
CIS) was made available to the competent
national authorities; the management of an
identification file for customs investiga 
tions (FIDE) within the framework of in 
tergovernmental customs cooperation was
entrusted to OLAF;
 in parallel to this close and regular cooper 
ation defined initially in Article 280 of the
EC Treaty, the Commission and the new
judicial and police cooperation bodies of
the European Union (Eurojust and
Europol) structured their relations by the
signature of memoranda of understanding.
With regard to prevention and the fight
against corruption, the purposes of protecting
the Communities’ financial interests, the offi 
cials and agents of the Commission depart 
ments have henceforth a complete and up to 
date guide on the ethical standards of their
management activity. The articulation be 
tween the mechanisms for handling potential
financial irregularities and offences of a disci 
plinary nature with investigations of serious
malfunctioning, additionally, was broadly de 
fined within the framework of the administra 
tive reform.
The progress report by the Commission, on
the activities of OLAF (1), foreseen in Article
15 of Regulations Nos 1073/1999 and
1074/1999, gave rise to the confirmation of
the mixed statute of the Office and was ac 
companied by 17 recommendations to consol 
idate the structure and the operation of OLAF.
On the other hand, the case law of the Court
of Justice of the European Communities con 
firmed in 2002 and 2003 the coherence of the
interinstitutional framework for the internal
investigations which applies generally to the
institutions, bodies and agencies set up by 
the EC and Euratom Treaties, and by the
Council (2).
In addition, from the point of view of the
criminal law protection of financial interests,
if the efforts of the Commission did not all
succeed, the debate relating to the European
prosecutor for the protection of financial in 
terests continued and deepened, the Conven 
tion on the future of the European Union hav 
ing endorsed this prospect in the draft
Constitutional Treaty (Article III 175) — a
follow up report to the Green paper on the Eu 
ropean prosecutor was presented in March
2003, with a view to the constitutional revi 
sion of the Treaties; the Commission pro 
motes the project within the IGC and favours
an evolution of OLAF in this perspective.
(1) Progress report on the activities of the European Anti fraud
Office  (final COM/2003/154 of 2 April 2003. 
(2) Judgment of the Court of First Instance in the T 215/02 case
(Go'mez Reino against the Commission). 96 8. BORROWING AND LENDING ACTIVITIES
1. BORROWING
The focus is on borrowing and lending opera 
tions included in the EU’s financial balance
sheet since, in addition to the measures fi 
nanced by the general budget, a number of
Community operations are carried out using
borrowed funds. The European Communities
(EC, Euratom) have developed a number of
instruments, which give them access to capital
markets and which are used to finance various
categories of loans. In addition to these loans
from borrowed funds, a smaller number of
loans are granted from budget appropriations.
The new Community instrument ceilings have
now been almost fully reached (last disburse 
ment in 1995) and there is only one loan out 
standing (GBP 11 million to be repaid in
2004). For Euratom activities outside the EU,
one operation for a tranche of EUR 25 million
was concluded in 2003.
The funds borrowed by the Communities would
be repaid from the general budget. In case of de 
fault by the recipient of a loan granted by the
Communities. In addition, some of the loans
granted by the EIB from its own resources are
backed by a guarantee from the general budget.
In case of default by a non member country
on a loan granted or guaranteed by the Com 
munities, the creditors would be repaid from
the Guarantee Fund (set up by the Council
regulation of 31 October 1994, as amended,
for the purpose of providing a liquidity cush 
ion for such cases).
2. LENDING IN THIRD
COUNTRIES
2.1. Overview
Where third countries have concluded cooper 
ation agreements with the Community, finan 
cial support takes a variety of forms depend 
ing on the geographical areas concerned and
the objectives pursued.
In cases where the Community helps to re 
store the macroeconomic equilibrium in a par 
ticular country, it generally involves Commu 
nity loans (macrofinancial or balance 
of payments support). In other cases, it may
involve ordinary loans in the form of either
direct financing for individual projects or
global loans for banking institutions, which
allocate them to smaller local projects.
The Commission administers macrofinancial
or balance of payments support in accordance
with the relevant Council decisions. In addi 
tion, Euratom loans are provided to Member
States and certain non member States.
In the other cases, it is essentially the EIB that
administers the loans on its usual terms, very
often, however, with a guarantee from the
Community budget.
Details of the Community budget support to
EIB lending activities outside the Union are
summarised in Section 3 below.
2.2. The Community’s
macrofinancial assistance
This particular assistance in the form of loans
is, by its very nature, exceptional and forms
part of the efforts of the international commu 
nity to provide, in conjunction with the Bret 
ton Woods institutions, balance of payments
support to certain countries grappling with
transitional difficulties.
EU assistance is targeted on neighbouring re 
gions, such as central and eastern Europe, the
western Balkans, the new independent States
of the former USSR and the countries of the
southern Mediterranean. Disbursements are
linked to the beneficiary countries meeting
objectives in terms of macroeconomic stabili 
sation and structural reforms. The number of97
operations effected each year in these circum 
stances is limited, and it is difficult to make
valid comparisons for the assistance given
from one year to the next.
As the majority of applicant countries became
Member States in 2004, and as other third
countries make considerable progress in terms
of macroeconomic adjustment, macrofinancial
assistance might decrease in future.
The Balkans region currently receives from
the Community a significant amount of
macrofinancial assistance which includes a
large grant element.
• Macrofinancial assistance.
The Council decided on 25 November 2003 to
provide a supplement in macrofinancial assis 
tance to Serbia and Montenegro of up to EUR
70 million, comprising a loan element of up to
EUR 25 million and a grant component of up
to EUR 45 million and thus raising the maxi 
mum amount granted by the Council decision
(2002/882/EC) to EUR 200 million, of which
EUR 80 million in loans. This new decision
(2003/825/EC) replaces Decision 2002/882
for a maximum of EUR 55 million.
• Grants.
Budget support operations in the form of out 
right grants were also approved in 2003 for
Serbia and Montenegro for a maximum of
EUR 120 million. This new decision replaces
Decision 2002/882 for a maximum of EUR 75
million.
• Disbursements.
 Assistance in the form of loans amounted
to EUR 118 million in 2003, broken down
as follows: EUR 40 million for Serbia and
Montenegro, EUR 28 million for the For 
mer Yugoslav Republic of Macedonia
(FYROM) and EUR 50 million for Roma 
nia.
 Assistance in the form of outright grants
totalling EUR 85 million was also paid out
in 2003: EUR 7 million for Tajikistan and
EUR 15 million for Bosnia, disbursed on
the basis of procedures initiated in 2002
but finalised in early 2003.
 The other grant disbursements of 2003
consisted of EUR 10 million for Bosnia,
EUR 18 million for FYROM and EUR 35
million for Serbia and Montenegro.
2.3. Euratom loans
Based on the respective legal bases, the Com 
mission is authorised to decide Euratom
loans. Euratom loan projects in certain non 
member States must give priority to projects
improving the level of safety and efficiency of
nuclear power stations and installations in the
nuclear fuel cycle which are in service or
under construction. Projects may also relate to
the decommissioning of installations. In 2003,
a tranche of EUR 25 million was disbursed
for a project in Bulgaria.
2.4. European Investment
Bank (EIB) lending under
Council decisions
2.4.1. EIB objectives and priori-
ties
In central and eastern Europe, the EIB has
again been active in the accession countries,
helping them to progress with their prepara 
tions for accession and European integration
in particular by financing investment aimed at
integrating their infrastructure with that of the
EU and by assisting SMEs. In addition to its
activities under mandate in the framework of
the Council decisions, the EIB has renewed its
substantial pre accession facility for lending
from its own resources without budgetary98
guarantee, to help the countries that have ap 
plied for EU membership. Whenever possible,
projects are co financed with other institu 
tions. The EIB’s activities thus form part of a
concerted approach that is pursued in close
cooperation with the Commission and, as ap 
propriate, with the international financial in 
stitutions working in the countries concerned.
In this context, the EIB cooperates closely
with the Phare/ISPA Programme, with which
it has developed a productive relationship,
much appreciated by the beneficiary coun 
tries. In addition to frequent Phare assistance
during the pre investment phase to ensure that
the necessary studies and technical assistance
are implemented in support of EIB projects,
the EIB also cooperates with Phare in co 
financing infrastructure projects.
The EIB has developed a significant level of
activity in the countries of the western Bal 
kans by supporting investment projects in
Albania, Croatia, the Republic of Serbia and
Montenegro and the former Yugoslav Repub 
lic of Macedonia.
Also in 2003, the EIB made its first loan under
the special lending action for selected environ 
mental projects in north western Russia.
The EIB gives priority to upgrading, mod 
ernising and developing the communications
and energy sectors, with particular emphasis
on trans European networks (TENs) on the
basis of the road and rail corridors defined by
the Pan European Conference of Transport
Ministers as development priorities for the
medium term.
Environmental issues related to EIB projects,
as well as environmental projects per se, are
given priority in the framework of the gradual
adaptation of the legislation of the countries
concerned to that of the EU. The EIB also
supports SMEs and other industrial initiatives,
either directly or through its global loan in 
strument, in particular when involving EU
partners.
In 2003, the EIB has made first investments in
the health and education sectors in pursuit of
one of its major new objectives.
In the Mediterranean region, the EIB’s lend 
ing under mandate takes place mainly within
the framework of the Euro Mediterranean
Partnership, in support of the economic devel 
opment of the countries concerned. EIB lend 
ing supports individual investment projects
and, through the global loan mechanism,
smaller projects and SMEs, while at the same
time strengthening the financial sector in the
various countries. The amount under the
TERRA programme (Turkey earthquake re 
construction and rehabilitation action (Coun 
cil Decision 99/786/EC)) has now been fully
utilised, while lending continues under the
Turkey special action programme (Council
Decision 2000/788/EC).
Under the terms of the Euro Mediterranean
Partnership, EIB own resources lending is
complemented by interest subsidies (for loans
in the environmental sector) and by risk capi 
tal from EU budgetary sources, managed by
the EIB.
In addition to its lending under mandate and
at the request of the Council, the EIB has pur 
sued its programme of lending from its own
resources, without budgetary guarantee, under
its Mediterranean partnership facility.
For south eastern Europe, the EIB continued
its active participation with the Commission
and other IFIs in an Infrastructure Steering
Group, to help with the upstream preparation
of projects and policy coordination.
In Asia and Latin America, the EIB finances
projects that are of interest to both the Com 
munity and the countries concerned — co 
financing with EU promoters, transfer of
technology, cooperation in the fields of energy
and environmental protection.99
In the Republic of South Africa, the EIB’s ob 
jective is to contribute to the successful im 
plementation of the country’s reconstruction
and development programme.
2.4.2. Lending activity
Central and eastern Europe
In 2003, the EIB signed nine loan contracts in
the framework of the Council decisions for an
aggregate amount of EUR 697 million in
three countries. The majority (69 %) went to
Romania, with 23 % to Slovakia and the re 
mainder to Bulgaria.
Balkans
In 2003, the EIB signed nine loan contracts in
the Balkans in the framework of the Council
decisions for an aggregate amount of EUR
372 million in four countries. The majority
(46 %) went to Croatia, with 44 % to Serbia
and Montenegro, 7 % to Albania and the re 
mainder to the former Yugoslav Republic of
Macedonia.
Community of Independent States
In 2003, the EIB made its first loan under the
special lending action for selected environ 
mental projects in north western Russia.  A
loan of EUR 25 million was extended for the
wastewater management sector in St Peters 
burg.
Mediterranean region
Loans amounting to EUR 1 672 million were
signed for 19 operations in seven countries in
2003. Lending was well spread throughout the
region.  Tunisia accounted for 24 %, while
Egypt and Turkey each absorbed some 21 %
of overall lending, 14 % going to Algeria, 
11 % to Morocco and 5 % and 4 % respec 
tively to Syria and Jordan.
Asia and Latin America
The EIB signed nine loan contracts for an
amount of EUR 312.4 million in three coun 
tries. In addition, a loan of EUR 35.6 million
went to regional Central America.
Republic of South Africa
In 2003, the EIB signed four loan contracts
for an amount of EUR 260 million of which
EUR 210 million for global loans to finance
small and medium scale ventures and EUR 50
million for a project concerning the exploita 
tion of natural gas resources.
TABLE 8 
EIB lending in 2003 in the framework of the Council’s decisions 
by area and sector (1) (million EUR)
No of Total  Energy Communi  Water Industry Health Global and
loans signatures cations manage  and services and investment
ment education loans
Central and east European countries 9 697 0 355 0 99 243 0
Balkan countries 9 372 125 90 77 0 50 30
Mediterranean countries 19 1 672 357 245 465 35 180 390
ALA countries 9 348 114 110 124
RSA 4 260 50 210
Russia 1 25 25
Total 51 3 374 646 690 567 244 473 754
(1) Loans with Community guarantee.100
3. BUDGETARY IMPACT OF
LENDING
The Community budget supports EIB lending
activities by accompanying Community guar 
antees, interest subsidies or special conditions
comparable to risk bearing operations for the
lender.
Budget guarantees
In 1999, the Council decided on a general re 
newal of the Community guarantee for EIB
loans outside the EU for a period of seven
years. The ceilings for each area, including
amendments, are as follows:
 Turkey EUR 450 million
 central and eastern Europe: EUR 9 280
million
 Mediterranean countries: EUR 6 425 mil 
lion
 Latin America and Asia:  EUR 2 480 million
 Republic of South Africa:  EUR 825 million.
The overall ceiling for the guarantee is EUR
19460 million and the Commission budget cov 
ers 65 % of that amount. The new decision calls
on the EIB to pursue increased risk sharing by
seeking other sources of (commercial) guarantee
from its financial intermediaries where possible
and sets a target rate of 30 % of the ceiling (as
opposed to 25 % under the previous mandate).
This guarantee programme will expire on 
31 January 2007; it may be automatically ex 
tended by six months if the loan ceiling has
not been reached.
The Community budget covers, furthermore,
65 % of a maximum amount of EUR 600 mil 
lion to Turkey (TERRA) for which no risk
sharing was asked.
During the fourth year of the new mandate, the
EIB signed loan agreements for a total of EUR
3199 million, bringing the total amount in 
the new mandate to EUR 10 776 million
corresponding to 55.4 % of the ceiling, with risk
sharing equivalent to 19.1 % of the loans signed.
For the special guarantee programme
TERRA, the total amount of signed loan
agreements is EUR 600 million.
TABLE 9 
EU-guaranteed second mandate at 31 December 2003
Mandate Lending ceiling Total loans signed Risk sharing   Minimum  Risk sharing 
(million EUR) (million EUR)  loans signed  risk sharing target  achieved to date 
(million EUR) (1) relative to loan 
signatures
CEEC/Balkans 9 280 3 974 585 30 % 14.7 %
MED 6 425 4 599 293 30 % 6.4 %
ALA 2 480 1 461 1 160 30 % 79.4 %
RSA 825 512 30 30 % 5.9 %
Turkey SAP 450 230 0 30 % 0.0 %
TERRA 600 600 0 N/A N/A
Totals 20 060 11 376 2 068 30 % 19.1 %
(1) Council Decision 2000/24/EC invites the EIB ‘to aim to cover the commercial risk on 30 % of its lending under this decision
from non sovereign guarantees as far as possible on an individual regional mandate basis. This percentage shall be expanded
upon whenever possible in so far as the market permits’.  During 2003, the EIB continued to work towards the risk sharing ob 
jective with, however, the target increased to 30 % instead of 25 % as under the first mandate.101
The treasury keeps accounts with national
treasuries, central banks and commercial
banks.
The treasury accounts are kept in accordance
with the own resources Regulation No
1150/2000, either by the treasury (Ministry of
Finance) itself, or by the central bank, and re 
ceives own resources based on value added
tax (VAT) and gross national income (GNI)
and traditional own resources (customs duties,
agricultural duties and sugar levies).
Most of the Commission’s payments for the
European Agricultural Guidance and Guaran 
tee Fund (EAGGF) and some other payments
to government entities are made through these
accounts.
For other payments and receipts, commercial
bank accounts are used, which are selected by
public tenders (at least one euro account in
each Member State, additional accounts in
non euro Member State currencies). In 2003,
four public tenders for existing Member
States and 10 for the ones to join in 2004 were
launched. Contracts are for a maximum of
five years.
Almost all payments are denominated in euro,
even if paid to beneficiaries outside the Euro 
pean Union.
Exchange operations between the euro and
other Member State currencies are carried out
by central banks.
Commission funds which are not currently
being used for payments have to be kept on
the interest free accounts with Member
States’treasuries or central banks.
Once a month, transfers between the Commis 
sion’s treasury and central bank accounts in
different Member States are executed in order
to make sure that on these accounts there is a
spread of funds corresponding to the Member
States’contributions to the budget.
Bank accounts may not run into debit.
For its payments, the Commission uses the in 
ternational SWIFT network. The Commission
has a SWIFT code of its own, like a bank. All
payments and transfers between the Commis 
sion’s accounts are sent electronically through
SWIFT.
In 2003, more than 1.4 million payments were
executed.
The balance on the treasury’s accounts de 
pends on payments and receipts, which are
not spread equally over the year. This is par 
ticularly due to high EAGGF payments to
Member States in January and February (more
than 50 % of the respective budget). In order
to have sufficient funds for these payments,
the Commission is entitled to make additional
calls on Member States for advances on own
resources, which then have to be regularised
later in the year.
A small call was made in 2003 and a larger
one in 2004.
The final result of the year 2002 (EUR 7.4 bil 
lion) was refunded to Member States by way
of an amending budget in 2003, reducing the
own resources call up. At the end of 2003 a
refund of EUR 5 billion was made by way of
another amending budget. This represented
part of the contributions to the 2003 budget
not needed. These two events explain the en 
tries for October, November and December in
the table below.
Each month the treasury establishes the cash
flow of the Commission, together with a fore 
cast for the remaining months of the year.
The Commission has opened special interest 
bearing accounts on which it provisionally de 
posits fines imposed for breaches of competi 
tion regulations, which companies pay but
then challenge at the European Court of Jus 
tice. Companies may choose to pay the fine
immediately or to provide a bank guarantee
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until the Court or Court of First Instance has
given its verdict. The amount deposited on
these accounts at the end of 2003 totalled
EUR 1 708 million.
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The EDF: funding the EC’s
commitment to development
in Africa, the Caribbean and
the Pacific
Over the years, the EU has funded thousands
of development projects across ACP coun 
tries.
The European Development Fund, or EDF, is
the main financial instrument of the European
Union’s development policy for African,
Caribbean and Pacific (ACP) States. Most of
the EU’s aid is in the form of non repayable
grants. A limited amount of soft loans and in 
vestment capital is made available by the Eu 
ropean Investment Bank (EIB) the EU’s long 
term funding body. In addition to the ACP
countries, the European Development Fund
also contributes to the development of some
20 overseas countries and territories (OCTs)
linked to the European Union.
Since the creation of the first European De 
velopment Fund in 1957, each new partner 
ship agreement concluded by the Union with
ACP countries and OCTs is associated with an
overall fund to implement cooperation during
a five year period. The ninth, and latest, EDF,
which begins with the new ACP Partnership
Agreement, was signed in June 2000 in Coto 
nou, Benin (hence it is known as the Cotonou
Agreement). Like the Y
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Conventions before it, the Cotonou Agree 
ment constitutes the legal basis of the devel 
opment aid granted by the Union to the ACP
States.
Tackling poverty,
strengthening nations
The agreement focuses on poverty reduction
as its principal objective, to be achieved
through political dialogue, development aid
and closer economic and trade cooperation. It
shapes a significant part of the European
Union’s dealings with the rest of the world,
and reflects the Union’s reach both as the
leading international trading partner and the
world’s main provider of official development
assistance, with a European Development
Fund of EUR 13.5 billion for the initial five 
year period.
The EU’s development strategy also focuses
on financial and technical assistance to im 
prove the basic physical and social infrastruc 
ture and productive potential of ACP nations
and to strengthen their administrative and in 
stitutional capacities. This support can also
help them benefit from international trade op 
portunities and secure more inward invest 
ment to broaden their economic base. These
are essential preconditions for integrating into
the global economy and achieving sustainable
growth.
Focusing on six priority
areas
Although aid provided by the EU is already
closely coordinated with that of the Member
States (and other international donors), it is
increasingly being targeted at those areas
where the Union offers the most efficient de 
livery channel and can do so at least cost. Six
of these have been identified as the focus for
EU aid operations:
 the link between trade and development;
 regional integration and cooperation;
 support for sound macroeconomic policies;
 transport;
 food security and sustainable rural devel 
opment;
 institutional capacity building (particularly
good governance and the rule of law).
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EC-ACP cooperation in 2003
The’s EC development cooperation with
ACP countries continued to have a signifi 
cant impact in 2003. Some of its main
achievements included the following.
• Preventing conflict, fostering peace
In 2003 the Commission concluded an
agreement with the African Union to sup 
port their efforts in conflict prevention and
peace building, pledging EUR 12 million,
and a further EUR 250 million for a peace
facility expected to become operational by
mid 2004.
• Providing post-crisis support
The Commission was actively engaged in
2003 in addressing post conflict needs in
the Sudan, Sierra Leone, C te d’Ivoire,
Liberia and Angola, providing over EUR
125 million in assistance.
• Delivering aid more effectively
By the end of 2003, almost a third of the
EC’s external assistance to ACP countries
through the EDF was provided not to indi 
vidual development projects, but rather to
governments’ entire central budgets or to a
single sector — for example, health or edu 
cation. This places the EC ahead of all
other donors in the scale of such provision,
which is both more demanding than ‘tradi 
tional‘ development assistance — it links
payments to performance — and more
closely coordinated with other donors.
• Health and debt: addressing key issues at
global level
In 2003, the EC made a contribution of
EUR 170 million to the global fund to fight
AIDS, tuberculosis and malaria, and con 
tributed EUR 460 million to the World
Bank led highly indebted poor countries
(HIPC) initiative, a worldwide multi donor
approach to tackling debt.
•  Providing vital investment through the
European Investment Bank (EIB)
Financing provided by the European In 
vestment Bank (EIB) in ACP countries in
2003 amounted to EUR 723 million:  EUR
146 million under a new investment facility
to provide a reliable future financing; EUR
260 million to South Africa, 70 % of which
went to the private sector, and EUR 343
million to support the financial sector and
promote private sector investment.
•  Promoting good governance, the rule of
law and democratisation
Improving governance is a priority of the
Cotonou Agreement, and 40 EC pro 
grammes approved in 2003, amounting to
some EUR 250 million, will focus on in 
creasing government accountability, foster 
ing public debate on key issues and pro 
moting regional integration.105
Financial performance in
2003
Performance figures for the European Devel 
opment Fund were especially strong in 2003.
There was an upsurge in global commitments
(EUR 3.7 billion in total) and record levels of
individual commitments (EUR 2.6 billion)
and payments effected (EUR 2.5 billion).
European Development Fund
performance, 2003 vs 2002
(billion EUR)
2003 2002
Global commitments 3.7 2.1
Individual commitments 2.6 2.1
Payments 2.5 1.9
These strong results are partly cyclical, espe 
cially as far as global commitments are con 
cerned, but are also the fruit of special efforts
made in 2003 by the Commission and its dele 
gations in ACP countries to identify and ad 
dress performance bottlenecks and strengthen
the implementation of biannual performance
targets.106
TABLE 10 
External aid to the ACP countries financed by the General Commission Budget and
the European Development Fund (EDF) in 2003 (million EUR)
Country/Region Total : Budget + EDF Budget EDF
Commitments Payments Commitments Payments Commitments Payments
Africa
Angola 115.107 59.858 22.584 19.933 92.523 39.925
Benin 121.698 45.386 1.512 0.661 120.186 44.726
Botswana 6.763 2.295 0 0 6.763 2.295
Burkina Faso 123.916 80.540 0.750 1.343 123.166 79.197
Burundi 43.719 42.305 18.719 19.432 25.000 22.873
Cameroon 13.749 65.453 5.117 3.576 8.632 61.877
Cape Verde 6.840 14.606 4.780 1.212 2.060 13.395
Central African Republic 66.286 4.228 0.727 0.208 65.559 4.020
Chad 113.357 36.664 2.000 2.035 111.357 34.630
Comoros 2.557 2.355 0.768 0.049 1.789 2.306
Congo, Democratic Republic of the 198.836 70.865 44.496 35.194 154.340 35.671
Congo, Republic of the 4.971 8.222 4.731 2.053 0.240 6.169
C te d'Ivoire  45.592 8.888 7.050 3.224 38.542 5.664
Djibouti 0 6.775 0 0 0 6.775
Equatorial Guinea 0.700 1.383 0 0.124 0.700 1.260
Eritrea 45.184 22.093 8.184 11.265 37.000 10.829
Ethiopia 111.671 136.689 42.222 89.041 69.449 47.648
Gabon 2.068 17.339 1.621 2.009 0.447 15.330
Gambia 0 3.251 0 0.096 0 3.155
Ghana 11.424 70.659 0.302 1.168 11.122 69.491
Guinea 28.669 42.561 6.919 6.869 21.750 35.691
Guinea Bissau 3.459 17.513 2.025 1.100 1.434 16.414
Kenya 53.398 30.396 1.199 5.381 52.200 25.015
Lesotho 19.530 20.849 0 0.103 19.530 20.746
Liberia 57.746 13.209 9.724 6.259 48.022 6.950
Madagascar 121.040 77.181 12.027 10.821 109.014 66.360
Malawi 18.077 72.085 1.855 29.716 16.222 42.369
Mali 135.563 95.713 1.810 1.294 133.754 94.418
Mauritania 61.193 46.470 6.599 11.410 54.594 35.061
Mauritius 30.780 6.493 0.206 0.237 30.574 6.256
Mayotte 0 0.131 0 0 0 0.131
Mozambique 159.368 81.137 23.870 12.906 135.497 68.231
Namibia 22.345 15.931 0.850 1.103 21.495 14.828
Niger 105.255 50.727 9.001 1.658 96.254 49.069
Nigeria 20.920 19.098 7.541 4.408 13.380 14.690
Rwanda 97.033 52.052 3.138 2.301 93.895 49.751
Saint Helena 0.150 0 0 0 0.150 0
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Senegal 3.810 37.934 3.025 8.440 0.785 29.494
Seychelles 1.355 1.549 1.160 1.429 0.195 0.120
Sierra Leone 126.003 23.566 13.334 12.703 112.669 10.863
Somalia 115.612 35.461 15.612 14.786 100.000 20.675
South Africa 126.887 118.632 126.887 118.632 0 0
Sudan 37.754 218.667 30.136 21.620 7.619 197.047
Swaziland 17.750 8.846 0 0 17.750 8.846
Tanzania 240.563 164.557 25.873 28.741 214.691 135.816
Togo 9.854 4.045 0.279 0.418 9.575 3.627
Uganda 51.974 83.260 6.000 7.826 45.974 75.434
Zambia 146.619 87.432 2.059 1.493 144.560 85.938
Zimbabwe 16.380 21.057 16.320 10.023 0.060 11.034
South Sahara (unallocated) 192.884 148.459 40.017 27.307 152.867 121.152
Africa unspecified 3.282 0.903 3.282 0.903 0 0
Total Africa 3 060.014 2 299.457 536.564 543.314 2 523.450 1 756.143107
TABLE 10 (continued) (million EUR)
Country/Region Total : Budget + EDF Budget EDF
Commitments Payments Commitments Payments Commitments Payments
Caribbean
Antigua and Barbuda 4.805 0.069 0 0 4.805 0.069
Bahamas 0 0.784 0 0 0 0.784
Barbados 1.430 1.124 0 0 1.430 1.124
Belize 3.340 4.792 3.200 1.377 0.140 3.415
Cuba 1.400 2.946 1.400 2.946 0 0
Dominica 6.316 0.720 5.900 0.238 0.416 0.482
Dominican Republic 6.113 15.792 1.499 1.617 4.614 14.175
Grenada 2.090 0.741 0.500 0.694 1.590 0.046
Guyana 0.543 1.905 0 0.170 0.543 1.735
Haiti 46.925 9.336 4.866 2.121 42.060 7.216
Jamaica 20.649 13.906 4.400 1.156 16.249 12.749
St. Kitts and Nevis 3.180 0.287 0 0 3.180 0.287
St. Lucia 8.920 7.144 8.000 6.966 0.920 0.178
St. Vincent and the Grenadines 12.663 3.065 5.600 2.936 7.063 0.129
Suriname 35.460 3.631 2.200 1.022 33.260 2.609
Trinidad and Tobago 10.202 1.913 0 0 10.202 1.913
Total Carribean 164.036 68.156 37.564 21.243 126.472 46.912
Oceania
Cook Islands 2.000 0.517 0 0 2.000 0.517
Fiji 3.335 3.564 1.775 0.611 1.560 2.953
Kiribati 0.100 2.418 0.100 0 0 2.418
Marshall Islands 0 00000
Micronesia, Fed. Sts. 0 00000
Nauru 0 00000
Niue 0 00000
Palau 0 00000
Papua New Guinea 0.701 7.938 0.701 0 0 7.938
Samoa 8.199 4.003 0 0 8.199 4.003
Solomon Islands 1.340 4.416 0.770 0.020 0.570 4.396
Tokelau 0 00000
Tonga 3.890 2.253 0 0.127 3.890 2.126
Tuvalu 3.965 0 0 0 3.965 0
Vanuatu 10.905 3.733 0 0.376 10.905 3.357
Oceania (unallocated) 25.240 9.938 0 0.713 25.240 9.225
Total Oceania 59.676 38.781 3.346 1.848 56.329 36.933
Total ACP 3 283.726 2 406.393 577.475 566.405 2 706.252 1 839.988THE BUDGET OF
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TABLE 11
Community expenditure from 1958 to 2003 (Out-turn in payments)
Financial year
Heading 1958 1959 1960 1961 1962 1963 1964 1965 1966 1967
General budget 
EAGGF Guarantee Section 28.7 50.7 340.0
Structural Funds, of which: 8.6 11.3 4.6 7.2 4.6 22.1 81.1
— EAGGF Guidance Section
— ERDF
— ESF
Research
External actions 0.9 0.8
Administration 7.3 18.1 21.2 25.4 30.2 35.2 39.6 43.3 50.9 53.7
Repayments and other 0.6 0.5
General budget — Total 7.3 18.1 21.2 34.0 41.5 39.8 46.8 76.6 125.2 476.1
EDF 3.4 15.8 53.3 65.3 83.4 106.7 108.3 104.6
ECSC 70.3 21.8 28.2 20.8 22.3 22.6 29.1 35.7 31.0 37.7
Euratom (1) 3.7 8.5 5.8 6.9 54.8 84.7 100.1 120.0 129.2 129.5
Grand total 81.3 48.4 58.6 77.5 171.9 212.4 259.4 339.0 393.7 747.9
TABLE 11 (continued)
Community expenditure from 1958 to 2003 (Out-turn in payments)
Financial year
Heading 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991
General budget 
EAGGF Guarantee Section 12 259.8 15 785.8 18 330.4 19 727.8 22 118.1 22 950.1 26 395.2 24 401.4 25 604.6 31 103.2
Structural Funds, of which: 4 570.1 4 081.3 3 220.0 3 702.9 5 664.7 5 859.6 6 419.3 7 945.1 9 591.4 13 971.0
— EAGGF Guidance Section 650.8 575.3 595.6 685.5 771.2 789.5 1 140.9 1 349.0 1 825.3 2 085.4
— ERDF 2 905.4 2 306.6 1 412.5 1 610.0 2 456.7 2 560.1 2 979.8 3 920.0 4 554.1 6 306.8
— ESF 1 013.9 1 199.4 1 211.9 1 407.4 2 436.8 2 510.0 2 298.6 2 676.1 3 212.0 4 030.0
— Cohesion Fund
— FIFG
— Completion of earlier programmes
Research 437.3 1 345.5 1 660.0 677.9 775.4 964.4 1 129.5 1 517.5 1 790.3 1 706.3
External actions 891.2 901.3 996.5 963.8 1 057.3 809.2 768.1 1 044.3 1 430.6 2 209.6
Administration 1 048.2 1 108.2 1 212.9 1 304.8 1 533.9 1 696.9 1 906.1 2 069.8 2 332.9 2 618.7
Repayments and other 1 263.0 1 283.9 1 681.6 1 490.1 3 526.0 2 807.8 4 403.6 3 779.0 3 313.1 1 901.8
General budget — Total 20 469.6 24 506.0 27 081.4 27 867.3 34 675.4 35 088.0 41 021.7 40 757.1 44 062.9 53 510.6
EDF (2) 647.2 718.8 703.0 698.0 846.7 837.9 1 196.3 1 297.1 1 256.5 1 191.3
ECSC 184.0 207.7 255.2 267.9 298.1 308.9 277.2 229.9 288.6 314.3
Grand total 21 300.8 25 432.5 28 039.6 28 833.2 35 820.2 36 234.8 42 495.2 42 284.1 45 608.0 55 016.2
(1) The Euratom budget was incorporated into the general budget in 1968.
(2) Starting from 1994 amounts are before recoveries.111
(million EUR)
1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981
1 259.7 1 668.6 3 108.1 1 755.6 2 485.6 3 614.4 3 459.8 4 327.7 5 636.7 6 587.1 8 679.3 10 387.1 11 291.9 11 063.7
58.5 70.8 95.4 118.0 136.9 259.1 281.8 375.3 623.8 685.5 1 388.7 1 515.5 1 808.5 3 566.8
34.0 51.3 58.4 61.5 53.2 10.8 37.8 76.7 112.1 113.0 325.6 286.5 314.6 539.9
150.0 300.0 400.0 525.0 699.0 793.4 2 406.5
24.5 19.5 37.0 56.5 83.7 248.3 244.0 148.6 211.7 172.5 538.1 530.0 700.5 620.4
73.4 59.2 63.4 64.9 76.3 70.1 110.3 115.9 127.2 180.8 266.9 267.6 364.2 311.6
1.0 1.0 1.4 0.4 71.8 63.3 358.5 250.9 202.8 194.1 313.2 443.7 603.9 738.4
94.7 104.3 115.3 137.8 173.6 245.3 306.2 364.0 430.7 501.6 686.6 775.6 829.9 941.8
0.6 0.9 1.6 130.4 178.1 253.0 309.8 383.1 541.6 586.8 707.1 831.2 958.9 1 103.7
1 487.9 1 904.8 3 385.2 2 207.1 3 122.3 4 505.2 4 826.4 5 816.9 7 562.8 8 735.9 12 041.8 14 220.7 15 857.3 17 726.0
106.5 115.0 145.6 154.4 131.5 157.8 172.0 208.5 248.6 244.7 401.0 465.3 481.9 663.7
32.4 45.7 45.6 49.8 51.0 40.5 58.0 76.0 84.2 95.5 67.3 87.5 115.6 139.7
1 626.8 2 065.0 3 516.4 2 411.3 3 304.8 4 703.5 5 056.4 6 101.4 7 895.6 9 076.1 12 510.1 14 773.5 16 454.8 18 529.4
(million EUR)
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
31 254.5 34 935.8 32 952.8 34 490.4 39 324.2 40 423.0 39 068.0 39 468.6 40 437.3 42 182.4 43 201.9 44 419.3
18 378.3 20 478.5 15 872.1 19 223.3 24 624.1 26 285.1 28 624.1 30 377.4 25 524.3 22 620.4 27 480.3 27 553.4
2 857.9 2 914.2 2 476.5 2 530.6 3 360.3 3 580.0 3 521.5 3 774.0 1 390.7 1 343.1 1 553.9 2 289.8
8 564.8 9 545.6 6 331.2 8 373.6 10 610.3 11 521.4 11 779.2 14 006.5 2 751.4 8 496.7 10 199.4 13 081.9
4 321.1 5 382.6 4 315.4 4 546.9 6 031.6 6 143.4 7 602.8 7 245.8 2 340.0 4 222.4 6 646.7 6 341.0
795.0 851.6 1 699.3 1 872.2 2 323.0 2 336.0 2 731.7 1 682.2 1 983.4 3 148.0 2 195.1
395.0 248.1 421.6 486.9 407.7 571.9 335.3 201.1 348.0 570.1
14 638.0 4 372.6 3 200.9 1 884.9
1 903.2 2 232.5 2 480.8 2 477.9 2 878.7 2 981.6 2 968.7 2 629.2 3 151.2 3 141.0 3 603.4 3 236.3
2 140.6 2 857.5 3 055.2 3 406.2 3 855.0 3 822.6 4 159.7 4 729.5 4 889.8 5 773.5 6 104.2 6 547.7
2 877.6 3 319.1 3 541.7 3 870.3 4 011.1 4 195.5 4 171.3 4 111.4 4 484.4 4 686.5 5 147.7 5 442.8
1 935.9 960.1 1 370.5 3 079.3 2 339.0 2 111.3 1 886.4 2 175.6 1 961.9 2 256.9 2 315.5 2 348.4
58 490.2 64 783.4 59 273.1 66 547.4 77 032.2 79 819.1 80 878.1 83 491.6 80 448.9 80 660.7 87 852.9 89 547.9
1 941.7 1 353.6 1 859.9 1 758.1 1 508.8 1 382.3 1 595.4 1 352.3 1 640.4 2 124.5 1 902.5 2 426.8
412.2 596.4 424.0 297.5 255.3 459.8 184.9 184.6 135.0 189.6 130.8
60 844.1 66 733.4 61 557.0 68 603.0 78 796.3 81 661.2 82 658.5 85 028.5 82 224.3 82 974.8 89 886.2 91 974.7112
TABLE 12
Community expenditure from 1958 to 2003 (Out-turn in payments)
Financial year
Heading 1958 1959 1960 1961 1962 1963 1964 1965 1966 1967
General budget 
EAGGF Guarantee Section 8.5 12.9 45.5
Structural Funds, of which: 11.1 6.6 2.2 2.8 1.4 5.6 10.8
— EAGGF Guidance Section
— ERDF
— ESF
Research
External actions 0.2 0.1
Administration 9.0 37.4 36.2 32.8 17.6 16.6 15.3 12.8 12.9 7.2
Repayments and other 0.1
General budget — Total 9.0 37.4 36.2 43.9 24.1 18.7 18.0 22.6 31.8 63.7
EDF 5.8 20.4 31.0 30.7 32.2 31.5 27.5 14.0
ECSC 86.5 45.0 48.1 26.8 13.0 10.6 11.2 10.5 7.9 5.0
Euratom (1) 4.6 17.6 9.9 8.9 31.9 39.9 38.6 35.4 32.8 17.3
Grand total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
TABLE 12 (continued)
Community expenditure from 1958 to 2003 (Out-turn in payments)
Financial year
Heading 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991
General budget 
EAGGF Guarantee Section 57.6 62.1 65.4 68.4 61.7 63.3 62.1 57.7 56.1 56.5
Structural Funds, of which: 21.5 16.0 11.5 12.8 15.8 16.2 15.1 18.8 21.0 25.4
— EAGGF Guidance Section 3.1 2.3 2.1 2.4 2.2 2.2 2.7 3.2 4.0 3.8
— ERDF 13.6 9.1 5.0 5.6 6.9 7.1 7.0 9.3 10.0 11.5
— ESF 4.8 4.7 4.3 4.9 6.8 6.9 5.4 6.3 7.0 7.3
— Cohesion Fund
— FIFG
— Completion of earlier programmes
Research 2.1 5.3 5.9 2.4 2.2 2.7 2.7 3.6 3.9 3.1
External actions 4.2 3.5 3.6 3.3 3.0 2.2 1.8 2.5 3.1 4.0
Administration 4.9 4.4 4.3 4.5 4.3 4.7 4.5 4.9 5.1 4.8
Repayments and other 5.9 5.0 5.9 5.2 9.8 7.7 10.4 8.9 7.3 3.5
General budget — Total 96.1 96.4 96.6 96.7 96.8 96.8 96.5 96.4 96.6 97.3
EDF (2) 3.0 2.8 2.5 2.4 2.4 2.3 2.8 3.1 2.8 2.2
ECSC 0.9 0.8 0.9 0.9 0.8 0.9 0.7 0.5 0.6 0.6
Grand total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
(1) The Euratom budget was incorporated into the general budget in 1968.
(2) Starting from 1994 amounts are before recoveries.113
(%)
1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981
77.4 80.8 86.9 72.8 75.2 76.8 68.4 70.9 71.4 72.6 69.4 70.3 68.6 59.7
3.6 3.4 2.7 4.9 4.1 5.5 5.6 6.2 7.9 7.6 11.1 10.3 11.0 19.2
2.1 2.5 1.6 2.6 1.6 0.2 0.7 1.3 1.4 1.2 2.6 1.9 1.9 2.9
2.5 3.8 4.4 4.2 4.7 4.8 13.0
1.5 0.9 1.0 2.3 2.5 5.3 4.8 2.4 2.7 1.9 4.3 3.6 4.3 3.3
4.5 2.9 1.8 2.7 2.3 1.5 2.2 1.9 1.6 2.0 2.1 1.8 2.2 1.7
0.1 0.0 0.0 0.0 2.2 1.3 7.1 4.1 2.6 2.1 2.5 3.0 3.7 4.0
5.8 5.0 3.2 5.7 5.3 5.2 6.1 6.0 5.5 5.5 5.5 5.2 5.0 5.1
0.0 0.0 0.0 5.4 5.4 5.4 6.1 6.3 6.9 6.5 5.7 5.6 5.8 6.0
91.5 92.2 94.7 91.5 94.5 95.8 95.5 95.3 95.8 96.3 96.3 96.3 96.4 95.7
6.5 5.6 4.1 6.4 4.0 3.4 3.4 3.4 3.1 2.7 3.2 3.1 2.9 3.6
2.0 2.2 1.3 2.1 1.5 0.9 1.1 1.2 1.1 1.1 0.5 0.6 0.7 0.8
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
(%)
1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
51.4 52.4 53.6 50.4 50.0 49.6 47.3 46.5 49.2 51.1 48.1 48.3
30.2 30.7 25.8 28.1 31.3 32.3 34.7 35.8 31.1 27.4 30.6 30.0
4.7 4.4 4.0 3.7 4.3 4.4 4.3 4.4 1.7 1.6 1.7 2.5
14.1 14.3 10.3 12.2 13.5 14.1 14.3 16.5 3.3 10.3 11.3 14.2
7.1 8.1 7.0 6.6 7.7 7.5 9.2 8.5 2.8 5.1 7.4 6.9
1.2 1.4 2.5 2.4 2.9 2.9 3.2 2.0 2.4 3.6 2.4
0.6 0.4 0.5 0.6 0.5 0.7 0.4 0.2 0.4 0.6
17.8 5.3 3.5 2.0
3.1 3.3 4.0 3.6 3.7 3.7 3.6 3.1 3.8 3.8 4.0 3.5
3.5 4.3 5.0 5.0 4.9 4.7 5.1 5.6 6.0 7.0 6.8 7.1
4.7 5.0 5.8 5.7 5.1 5.1 5.1 4.8 5.5 5.7 5.7 5.9
3.2 1.4 2.2 4.5 3.0 2.6 2.3 2.6 2.4 2.7 2.6 2.6
96.1 97.1 96.4 97.3 98.0 97.9 98.0 98.3 97.9 97.7 97.8 97.4
3.2 2.0 2.9 2.3 1.7 1.5 1.7 1.5 1.9 2.1 2.1 2.6
0.7 0.9 0.7 0.4 0.3 0.6 0.2 0.2 0.2 0.2 0.1
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0114
TABLE 13
Community expenditure 
in relation to the total of Member States’ budgets and Community GDP
1959 1960 1961 1962 1963 1964
Total Community expenditure (million EUR)*
(including ECSC, Euratom and EDF) 48.4 58.6 77.5 171.9 212.4 259.4
Annual growth in nominal terms (%)   40.5 21.0 32.3 121.8 23.6 22.1
Total Community expenditure (2003 prices)
(million EUR) 619.6 792.8 1 680.9 1 968.5 2 298.4
Annual growth in real terms (%) 27.9 112.0 17.1 16.8
Community expenditure as percentage 
of public expenditure in Member States 0.1 0.1 0.2 0.2 0.3
Expenditure as percentage of Community GDP 0.0 0.0 0.1 0.1 0.1
Expenditure per capita (EUR) 0.3 0.4 1.0 1.2 1.4
Expenditure per capita (2003 prices)3.64.69.511.112.8
1974 1975 1976 1977 1978 1979
Total Community expenditure (EUR million)
(including ECSC, Euratom and EDF) 5 056.4 6 101.4 7 895.6 9 076.1 12 510.1 14 773.5
Annual growth in nominal terms (%) 7.5 20.7 29.4 15.0 37.8 18.1
Total Community expenditure (2003 prices)
(EUR million) 25 336.5 26 700.8 31 072.7 32 353.5 40 875.2 43 882.2
Annual growth in real terms (%)   4.8 5.4 16.4 4.1 26.3 7.4
Community expenditure as percentage 
of public expenditure in Member States 1.2 1.2 1.3 1.4 1.7 1.8
Expenditure as percentage of Community GDP 0.5 0.5 0.6 0.6 0.8 0.8
Expenditure per capita (EUR) 19.6 23.6 30.5 35.0 48.2 56.8
Expenditure per capita (2003 prices)98.3103.4120.1124.9157.5168.6
1989 1990 1991 1992 1993 1994
Total Community expenditure (EUR million)
(including ECSC, Euratom and EDF) 42 284.1 45 608.0 55 016.2 60 844.1 66 733.4 61 478.7
Annual growth in nominal terms (%)   0.5 7.9 20.6 10.6 9.7   7.9
Total Community expenditure (2003prices)
(EUR million) 62 704.4 64 107.6 73 300.4 77 500.2 81 968.8 73 600.8
Annual growth in real terms (%)   5.2 2.2 14.3 5.7 5.8   10.2
Community expenditure as percentage 
of public expenditure in Member States 2.0 2.0 2.1 2.2 2.3 2.1
Expenditure as percentage of Community GDP 1.0 1.0 1.1 1.1 1.2 1.1
Expenditure per capita (EUR) 130.1 139.5 159.6 175.7 191.8 176.1
Expenditure per capita (2003 prices)192.9196.0212.6223.8235.6210.9
* 1958: 81.3115
1965 1966 1967 1968 1969 1970 1971 1972 1973
339.0 393.7 747.9 1 626.8 2 065.5 3 576.4 2 411.3 3 304.8 4 703.5
30.7 16.1 90.0 117.5 27.0 73.1   32.6 37.1 42.3
2 891.8 3 253.8 6 024.6 12 747.9 15 400.5 25 014.2 15 761.7 20 322.1 26 608.3
25.8 12.5 85.2 111.6 20.8 62.4   37.0 28.9 30.9
0.3 0.3 0.6 1.1 1.3 2.0 1.2 1.4 1.3
0.1 0.1 0.2 0.4 0.5 0.7 0.4 0.5 0.5
1.9 2.1 4.1 8.8 11.1 19.0 12.7 17.3 18.3
15.9 17.8 32.7 68.8 82.5 132.9 83.0 106.3 103.7
1980 1981 1982 1983 1984 1985 1986 1987 1988
16 454.8 18 529.4 21 300.8 25 432.5 28 039.6 28 833.2 35 820.2 36 234.8 42 495.2
11.4 12.6 15.0 19.4 10.3 13.4 68.2 1.2 17.3
43 407.0 44 115.3 46 103.2 50 968.3 52 862.7 51 525.0 60 616.3 58 902.9 66 168.3
  1.1 1.6 4.5 10.6 3.7 7.5 59.2   2.9 12.3
1.7 1.6 1.7 1.9 1.9 1.8 2.0 2.0 2.2
0.8 0.8 0.9 0.9 1.0 0.9 1.0 1.0 1.0
63.0 68.3 78.5 93.7 103.3 106.2 111.3 112.3 131.3
166.3 162.5 169.8 187.7 194.7 189.8 188.3 182.6 204.4
1995 1996 1997 1998 1999 2000 2001 2002 2003
68 408.6 78 604.9 81 491.9 82 502.6 84 951.6 82 132.1 82 562.3 89 886.2 91 974.7
11.3 14.9 3.7 1.2 3.0   3.3 0.5 8.9 2.3
79 511.8 89 221.7 90 863.1 90 274.8 91 400.7 85 876.7 84 883.5 90 335.6 91 974.7
8.0 12.2 1.8   0.6 1.2   6.0   1.2 6.4 1.8
2.1 2.3 2.3 2.3 2.2 2.0 2.0 2.1 2.0
1.1 1.2 1.1 1.1 1.1 1.0 0.9 1.0 1.0
183.9 210.7 217.8 220.0 226.1 217.9 217.9 235.2 240.4
213.7 239.1 242.9 240.8 243.3 227.8 224.0 236.4 240.4116
TABLE 14
Community revenue from 1972 to 2003
(million EUR)
1972 1973 1974 1975 1976 1977 1978 1979
Type of
Amount % Amount % Amount % Amount % Amount % Amount % Amount % Amount % revenue
Agricultural
duties 799.5 25.6 510.3 10.4 330.1 6.4 590.1 9.2 1 163.7 14.2 1 778.5 20.5 2 278.9 18.3 2 143.5 14.4
Customs duties 957.3 30.7 1 986.3 40.4 2 737.6 53.2 3 151.0 49.3 4 064.5 49.7 3 927.2 45.3 4 390.9 35.3 5 189.1 34.8
VAT based
resource 4 737.7 31.8
GNP/GNI based
(4th) resource
Other 1 360.7 43.6 2 417.7 49.2 2 075.7 40.4 2 644.0 41.4 2 956.5 36.1 2 969.4 34.2 5 783.0 46.4 2 821.2 18.9
Total 3 117.5 100.0 4 914.3 100.0 5 143.4 100.0 6 385.1 100.0 8 184.7 100.0 8 675.1 100.0 12 452.8 100.0 14 891.5 100.0
1980 1981 1982 1983 1984 1985 1986 1987
Type of
Amount % Amount % Amount % Amount % Amount % Amount % Amount % Amount % revenue
Agricultural
duties 2 002.3 12.2 1 747.4 9.2 2 227.8 10.1 2 433.9 9.5 2 950.0 11.3 2 179.1 11.3 2 287.0 6.8 3 097.8 8.7
Customs duties 5 905.7 35.9 6 392.4 33.8 6 815.3 30.9 7 234.6 28.1 7 623.5 29.2 8 310.1 29.2 8 173.0 24.3 8 936.5 25.0
VAT based
resource 7 258.5 44.2 9 187.8 48.6 12 000.5 54.3 13 691.0 53.2 14 565.9 55.8 15 218.9 55.8 22 223.4 66.0 23 463.5 65.6
GNP/GNI based
(4th) resource
Other  1 265.8 7.7 1 590.4 8.4 1 038.5 4.7 2 369.7 9.2 943.0 3.6 2 377.0 8.4 983.8 2.9 285.5 0.7
Total 16 432.3 100.0 18 918.0 100.0 22 082.1 100.0 25 729.2 100.0 26 082.4 100.0 28 085.1 100.0 33 667.2 100.0 35 783.3 100.0
(million EUR)117
1988 1989 1990 1991 1992 1993 1994 1995
Type of
Amount % Amount % Amount % Amount % Amount % Amount % Amount % Amount % revenue
Agricultural
duties 2 605.8 6.2 2 397.7 5.2 1 875.7 4.0 2 486.6 4.4 1 987.8 3.3 1 929.9 2.9 2 074.1 3.1 1 944.6 2.6
Customs duties 9 310.2 22.3 10 312.9 22.5 10 285.1 22.1 11 475.4 20.4 11 292.4 18.9 11 055.6 16.8 11 178.0 16.9 12 508.6 16.7
VAT based
resource 23 927.6 57.2 26 293.4 57.3 27 440.1 59.1 31 406.2 55.8 34 659.3 58.0 34 489.9 52.5 33 254.5 50.4 39 183.2 52.2
GNP/GNI based
(4th) resource 4 445.8 10.6 4 519.0 9.8 94.9 0.2 7 468.3 13.3 8 322.2 13.9 16 517.9 25.2 17 682.2 26.8 14 191.2 18.9
Other 1 554.0 3.7 2 376.8 5.2 6 773.3 14.6 3 412.9 6.1 3 450.1 5.8 1 679.5 2.6 1 813.3 2.7 7 279.5 9.7
Total 41 843.4 100.0 45 899.8 100.0 46 469.1 100.0 56 249.4 100.0 59 711.8 100.0 65 672.7 100.0 66 002.1 100.0 75 077.1 100.0
1996 1997 1998 1999 2000 2001 2002  (1) 2003
Type of
Amount % Amount % Amount % Amount % Amount % Amount % Amount % Amount % revenue
Agricultural
duties 1 821.5 2.2 1 925.3 2.4 1 955.1 2.3 2 151.7 2.5 2 155.7 2.3 1 775.6 1.9 1 2879.6 1.3 1 395.0 1.5
Customs duties 11 762.2 14.5 12 247.0 15.2 12 155.6 14.4 11 705.9 13.5 13 111.5 14.1 12 813.6 13.6 7 911.3 8.3 9 462.1 10.1
VAT based
resource 33 962.9 41.8 34 222.5 42.5 33 118.0 39.2 31 163.4 35.9 35 121.6 37.9 31 247.8 33.1 22 388.2 23.5 21 260.1 22.7
GNP/GNI based
(4th) resource 23 549.1 29.0 26 898.2 33.4 35 020.5 41.4 37 509.8 43.2 37 580.4 40.5 34 881.0 37.0 46 095.8 48.3 51 515.3 55.1
Other  10 179.4 12.5 5 254.7 6.5 2 280.5 2.7 4 372.7 5.0 4 755.2 5.1 13 571.2 14.4 17 751.5 18.6 9 836.1 10.5
Total 81 275.1 100.0 80 547.7 100.0 84 529.7 100.0 86 903.5 100.0 92 724.4 100.0 94 289.3 100.0 95 434.4 100.0 93 468.6 100.0
(million EUR)
(million EUR)
(1) As from the year 2002, pursuant to Council Decision No 2000/597, ESA95 GNI replaces ESA79 GNP as the reference for the 4th resource. Besides, as from the year 2000,
the Article 15 UK rebate payments are accounted for under the GNI  and no longer under the VAT based resource (yet, Article 35 UK rebate payments have always been ac 
counted for under the GNP/GNI based resource). Please note also that, pursuant to Council Decision No 2000/597, as from the year 2001, collection costs for traditional own
resources (agricultural levies and customs duties) increased from 10 % to 25 %. Yet, the 15 % increase in collection costs corresponding to the year 2001 was budgeted in
2002. Amounts of traditional own resources are shown net of collection costs.118
TABLE 15
Staff of the Community institutions from 1970 to 2003
1970 1971 1972 1973 1974 1975 1976
Parliament 532 589 787 1 096 1 172 1 206 1 404
Council 618 628 980 1 218 1 330 1 481 1 501
Commission 7 801 8 025 8 239 9 247 9 573 9 987 10 641
of which: Administrative budget 5 201 5 455 5 827 6 799 7 194 7 605 7 777
Research budget 2 501 2 450 2 277 2 277 2 198 2 184 2 658
Publications Office 99 120 135 171 181 198 206
Other bodies
Court of Justice 114 126 138 223 254 261 264
Court of Auditors 26 29 30 35 35 35 35
Economic and Social Committee 
and Committee of the Regions 144 156 192 252 284 292 302
Total 9 235 9 553 10 366 12 071 12 648 13 262 14 147
1987 1988 1989 1990 1991 1992 1993
Parliament 3 360 3 405 3 405 3 482 3 565 3 686 3 790
European Ombudsman
European data protection supervisor
Council 2 066 2 130 2 165 2 184 2 205 2 225 2 256
Commission 15 161 15 905 16 309 16 720 17 175 17 946 18 576
of which : Administrative budget 11 622 12 328 12 611 12 887 13 157 13 975 14 540
Research budget 3 053 3 073 3 176 3 285 3 462 3 409 3 430
Publications Office 380 396 406 424 428 428 463
OLAF
Other bodies 106 108 116 124 128 134 143
Court of Justice 646 672 733 752 794 800 825
Court of Auditors 366 375 377 379 384 394 402
Economic and Social Committee 
and Committee of the Regions 471 485 494 501 506 510 510
Total 22 070 22 972 23 483 24 018 24 629 25 561 26 359119
1977 1978 1979 1980 1981 1982 1983 1984 1985 1986
1 537 1 709 2 112 2 573 2 927 2 931 2 941 2 966 2 998 3 277
1 508 1 517 1 547 1 599 1 700 1 755 1 798 1 792 1 888 2 016
11 068 11 418 11 649 11 947 12 283 12 675 12 998 13 280 13 703 14 262
8 048 8 378 8 580 8 885 9 173 9 565 9 852 10 037 10 369 10881
2 806 2 816 2 771 2 736 2 753 2 747 2 779 2 851 2 922 2 939
214 224 237 265 284 288 292 312 331 350
61 61 73 75 75 80 81 92
275 288 315 363 452 474 478 480 480 571
35 164 214 259 284 294 303 303 307 345
305 315 325 339 374 378 391 400 405 448
14 728 15 411 16 162 17 080 18 020 18 507 18 909 19 221 19 781 20 919
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
3 790 4 091 4 105 4 109 4 110 4 181 4 199 4 264 4 338 4 960
27 31
15
2 304 2 464 2 529 2 529 2 534 2 621 2 659 2 703 2 701 2 919
19 027 20 383 21 464 22 006 22 509 22 661 23 076 24 087 24 080 24 315
14 918 15 836 16 449 16 789 17 094 17 082 17 087 17 587 17 906 16 743
3 497 3 497 3 694 3 712 3 712 3 712 3 704 3 731 3 556 3 606
465 525 525 525 525 525 522 522 520 519
149 224 300 300 300
147 525 796 980 1 178 1 193 1 539 1 947 1 798 3 147
837 950 953 953 953 961 1 010 1 075 1 077 1 140
427 503 503 528 553 552 552 552 575 605
599 716 727 739 739 737 751 757 764 777
26 984 29 107 30 281 30 864 31 398 31 713 32 247 33 438 33 577 34 747120
TABLE 16
Summary of own resources by Member State from 1994 to 2003
(million EUR)
Out-turn 1999 Out-turn 2000 Out-turn 2001 Out-turn 2002 Out-turn 2003
Amount % Amount % Amount % Amount % Amount %
Belgium 3 196.2 3.9 3 388.6 3.9 3 531.6 4.4 3 017.9 3.9 3 486.0 4.2
Denmark 1 656.2 2.0 1 684.8 1.9 1 777.7 2.2 1 687.9 2.2 1 777.7 2.1
Germany 21 069.0 25.5 21 774.9 24.8 19 727.2 24.4 17 582.2 22.6 19 202.6 23.0
Greece 1 348.8 1.6 1 333.8 1.5 1 350.1 1.7 1 337.5 1.7 1 533.7 1.8
Spain 6 231.3 7.6 6 445.4 7.3 6 591.5 8.2 6 551.2 8.4 7 429.4 8.9
France 13 993.8 17.0 14 510.9 16.5 14 471.3 17.9 14 152.3 18.2 15 153.7 18.1
Ireland 1 059.7 1.3 1 074.4 1.2 1 211.3 1.5 1 018.8 1.3 1 127.5 1.3
Italy 10 765.8 13.0 10 999.9 12.5 11 612.5 14.4 11 279.5 14.5 11 758.5 14.1
Luxembourg 194.2 0.2 185.4 0.2 256.5 0.3 183.8 0.2 204.5 0.2
Netherlands 5 091.4 6.2 5 496.7 6.2 5 517.0 6.8 4 467.4 5.7 4 919.5 5.9
Austria 2 053.7 2.5 2 093.7 2.4 2 091.0 2.6 1 808.7 2.3 1 935.9 2.3
Portugal 1 227.6 1.5 1 255.0 1.4 1 266.0 1.6 1 187.3 1.5 1 292.9 1.5
Finland 1 210.7 1.5 1 225.7 1.4 1 233.1 1.5 1 184.5 1.5 1 337.9 1.6
Sweden 2 348.8 2.8 2 632.9 3.0 2 337.7 2.9 2 086.2 2.7 2 501.3 3.0
United
Kingdom 11 083.5 13.4 13 857.0 15.8 7 743.4 9.6 10 152.8 13.1 9 971.2 11.9
Total 82 530.8 100.0 87 959.1 100.0 80 718.1 100.0 77 698.0 100.0 83 632.5 100.0
(million EUR)
Out-turn 1994 Out-turn 1995 Out-turn 1996 Out-turn 1997 Out-turn 1998
Amount % Amount % Amount % Amount % Amount %
Belgium 2 822.1 4.4 2 680.1 4.0 2 750.9 3.9 2 971.4 3.9 3 130.9 3.8
Denmark 1 296.2 2.0 1 295.4 1.9 1 368.7 1.9 1 505.8 2.0 1 694.7 2.1
Germany 21 366.3 33.3 21 324.1 31.4 20 742.7 29.2 21 217.3 28.2 20 633.0 25.1
Greece 992.3 1.5 985.2 1.5 1 105.9 1.6 1 178.4 1.6 1 310.3 1.6
Spain 4.718.1 7.4 3 645.2 5.4 4 547.1 6.4 5 367.6 7.1 5 752.4 7.0
France 12 550.9 19.6 11 876.8 17.5 12 423.2 17.5 13 185.9 17.5 13 584.3 16.5
Ireland 638.9 1.0 664.8 1.0 681.6 1.0 687.0 0.9 984.7 1.2
Italy 7 759.5 12.1 6 413.7 9.5 9 003.0 12.7 8 667.1 11.5 10 581.4 12.9
Luxembourg 165.4 0.3 167.6 0.2 160.7 0.2 170.7 0.2 216.7 0.3
Netherlands 4 245.9 6.6 4.349.6 6.4 4 435.5 6.2 4 837.6 6.4 5 104.5 6.2
Austria 1 762.9 2.6 1 874.0 2.6 2 110.4 2.8 2 085.8 2.5
Portugal 1 215.6 1.9 864.9 1.3 851.9 1.2 1 077.8 1.4 1 104.6 1.3
Finland 887.4 1.3 964.0 1.4 1 061.9 1.4 1 145.8 1.4
Sweden 1 658.3 2.4 1 968.3 2.8 2 326.0 3.1 2 382.7 2.9
United  6 417.4 10.0 9 251.6 13.6 8 218.1 11.6 8 928.1 11.9 12 537.2 15.2
Kingdom
Total 64 188.8 100.0 67 827.6 100.0 71 095.6 100.0 75 293.0 100.0 82 249.2 100.0121
EXTRACT FROM 
THE PROVISIONAL CONSOLIDATED 
ACCOUNTS OF THE EUROPEAN UNION
ANNEX II122
As an information system, public sector
accounting has substantially broadened its
objectives from a mere record of budget exe 
cution to more dynamic and complete man 
agement, by setting out the economic, finan 
cial and asset/liability implications which
arise.
In recent years, it has become apparent that
the European Communities’ accounts needed
to be modernised to change from a system of
accounts focusing on a mere cash based de 
scription of budget expenditure and revenue
operations to a system based on assets and lia 
bilities with the objective of presenting the
Communities’ financial situation in a more
comprehensive form, showing all its assets,
entitlements and debts as well as the expendi 
ture and revenue for the financial year. The
Commission has therefore undertaken to grad 
ually fall into line with the approach adopted
by a large number of States and supported by
international bodies such as the IFAC (1) and
the Organisation for Economic Cooperation
and Development (OECD). This work started
in earnest in 2003 with the commencement of
the ‘modernisation of the accounting system’
project, which has the aim of placing the Eu 
ropean Communities at the forefront of the in 
ternational movement towards the modernisa 
tion of public sector accounting from 2005
onwards.
The financial regulation (2) lays down the
broad outlines of the new accounting frame 
work for the European Communities from
2005. The transitional provisions of the finan 
cial regulation include the general rule that
the provisions of Title VII of Part One —
‘Accounting’ — shall apply gradually de 
pending on technical possibilities in order to
be fully effective for the budgetary year 2005.
This gradual application relates, in particular,
to the new principles governing the institu 
tions’ accounts. While the budget accounts
will still be subject to the cash principle, the
general accounts will be accrual based ac 
counts from 2005.
The Commission communication of 17 De 
cember 2002 on the modernisation of the ac 
counting system sets out the measures,
timetable and resources needed for the reform
of the accounts. A new accounting framework
will be drawn up. The rules and methods
applicable will be based on internationally
accepted standards for the public sector — the
IPSAS — and, for accounting transactions
that are not yet covered by IPSAS, on the rel 
evant international accounting standards
(IAS)/international financial reporting stan 
dards (IFRS). They will be subject to the
opinion of an Accounting Standards Commit 
tee providing independent professional guid 
ance — at present, 16 exposure drafts for new
accounting rules derived from these standards
have already been presented to the committee
for discussion. The critical event for each
transaction has been defined and the IT archi 
tecture is being reviewed to ensure that each
accounting event may be fully registered at
source. The financial statements can then be
produced automatically. Each Directorate 
General’s internal control procedures will be
extended to cover accrual accounting aspects.
Finally, the scope of consolidation will be ex 
tended.
However, the Commission has anticipated this
reform and already introduced elements of ac 
crual accounting into the presentation of the
financial statements in recent years, without
yet being able to apply the corresponding
standards in full. At present, some information
does not come from an integrated system of
accounts so the accounting officer’s depart 
ments use non accounting information from
the Commission’s services to complete the fi 
nancial balance sheet and draw up the annex 
es to this balance sheet.
Since 2000, the reliability of the information
has been improved on fixed assets, invento 
MODERNISATION OF THE EUROPEAN COMMUNITIES’
ACCOUNTING SYSTEM
(1) International Federation of Accountants.
(2) OJ L 248, 16.9.2002.123
ries, the list of financial intermediaries, the
valuation of entitlements and officials’ pen 
sion rights. This approach was more intense in
2002 and 2003. The presentation of the annual
accounts and the explanatory notes continue
to be supplemented, new balance sheet and
off balance sheet items have been included,
the valuation of the shareholdings have been
brought into line with IPSAS standards, and
the consolidation procedures have been im 
proved and the scope increased.
RESULT OF IMPLEMENTATION OF THE BUDGET
Budget out-turn 2003
(EUR)
EFTA-EEA European Communities Total
Revenue for the financial year 93 694 102 93 374 860 334 93 468 554 436
Payments against 2003 appropriations – 79 589 544 – 88 315 224 215 – 88 394 813 759
Payment appropriations carried over to 2004 0 – 2 246 023 739 – 2 246 023 739
Cancellation of unused payment appropriations carried over from 2002 0 2 765 220 289 2 765 220 289
Exchange differences for the year  0 – 108 988 964 – 108 988 964
Budget out-turn 2003 14 104 558 5 469 843 706 5 483 948 264124
Consolidated summary of the implementation of general budget revenue 2003
Income appropriations
Title Initial Final Year
12 3
1. Own resources 95 665 576 864.00 84 010 946 121.00 83 339 741 642.88
3. Surpluses available 1 000 000 000.00 7 676 811 988.00 7 971 662 135.57
4. Miscellaneous Community taxes, levies and duties 608 077 032.00 608 095 787.00 579 185 685.87
5. Administrative operation of the institutions 95 473 696.00 95 173 696.00 264 360 750.52
6. Contributions by third parties, reimbursements, 
financial corrections and refunds 90 601 701.00 90 601 701.00 777 044 687.86
7. Interest on late payments and fines 0 0  229 500 823.44
8. Borrowing and lending operations 21 681 805.00 21 681 805.00 26 847 987.16
9. Miscellaneous revenue 21 526 000.00 21 526 000.00 22 970 646.61
Total 97 502 937 098.00 92 524 837 098.00 93 211 314 359.91
Detail Title 1 : Own resources
Income appropriations
Chapter Initial Final Year
12 3
10. Agricultural duties 879 825 000.00 879 825 000.00 848 585 073.18
11. Sugar levies 546 600 000.00 546 600 000.00 424 378 387.64
12. Customs duties 10 713 900 000.00 9 479 775 000.00 9 623 389 197.80
13. VAT 24 121 259 065.00 21 748 030 275.00 21 536 290 980.50
14. GNI 59 403 992 799.00 51 356 715 846.00 50 627 534 080.85
15. Correction of budgetary imbalances 0 0 279 563 922.91
Total Title 1 95 665 576 864.00 84 010 946 121.00 83 339 741 642.88
Detail Title 3 : Surpluses available
Income appropriations
Chapter Initial Final Year
12 3
30. Surplus available from previous year 1 000 000 000.00 7 676 811 988.00 7 636 641 988.34
31. VAT surplus 0 0  274 766 759.55
32. GNI surplus 0 0 610 850 456.32
34. Adjustment for non participation in JHA policy 0 0  52 037.96
35. United Kingdom correction 0 0  1 011 511.58
Total Title 3 1 000 000 000.00 7 676 811 988.00 7 971 662 135.57125
(EUR)
Entitlements established Amounts received
Receipts as Outstanding
Carry overs Total Year Carry overs Total % of budget
4 5=3+4 6 7 8 = 6 + 7 9 = 8 / 2 10 = 5   8
1 792 398 506.81 85 132 140 149.69 81 555 057 562.18 1 742 407 392.94 83 297 464 955.12 99.15% 1 834 675 194.57
263 330 000.00 8 234 992 135.57 7 748 502 135.68 263 330 000.00 8 011 832 135.68 104.36% 223 159 999.89
2 995 699.10 582 181 384.97 576 530 455.76 2 996 528.01 579 526 983.77 95.30% 2 654 401.20
41 529 412.20 305 890 162.72 245 639 378.91 35 436 527.18 281 075 906.09 295.33% 24 814 256.63
689 038 034.02 1 466 082 721.88 575 812 666.70 438 264 586.83 1 014 077 253.53 1119.27% 452 005 468.35
3 434 801 836.35 3 664 302 659.79  194 340 693.63 431 379 431.78 237 038 738.15 0.00% 3 427 263 921.64
1 619 225.81 28 467 212.97 26 847 987.16 30 221.67 26 878 208.83 123.97% 1 589 004.14
10 921 759.78 33 892 406.39 14 786 780.50 5 873 474.18 20 660 254.68 95.98% 13 232 151.71
6 236 634 474.07 99 447 948 833.98 90 548 836 273.26 2 919 718 162.59 93 468 554 435.85 101.02% 5 979 394 398.13
Entitlements established Amounts received
Receipts as Outstanding
Carry overs Total Year Carry overs Total % of budget
4 5=3+4 6 7 8 = 6 + 7 9 = 8 / 2 10 = 5   8
589 553 014.91 1 438 138 088.09 422 253 552.66 589 544 806.38 1 011 798 359.04 115.00% 426 339 729.05
3 909 089.63 428 287 477.27 379 299 481.57 3 909 089.63 383 208 571.20 70.11% 45 078 906.07
1 198 936 402.27 10 822 325 600.07 8 313 193 564.94 1 148 953 496.93 9 462 147 061.87 99.81% 1 360 178 538.20
0 21 536 290 980.50 21 534 865 234.38 0 21 534 865 234.38 99.02% 1 425 746.12
0 50 627 534 080.85 50 624 310 463.23 0 50 624 310 463.23 98.57% 3 223 617.62
0 279 563 922.91 281 135 265.40 0 281 135 265.40 0.00%  1 571 342.49
1 792 398 506.81 85 132 140 149.69 81 555 057 562.18 1 742 407 392.94 83 297 464 955.12 99.15% 1 834 675 194.57
Entitlements established Amounts received
Receipts as Outstanding
Carry overs Total Year Carry overs Total % of budget
4 5=3+4 6 7 8 = 6 + 7 9 = 8 / 2 10 = 5   8
263 330 000.00 7 899 971 988.34 7 413 481 988.34 263 330 000.00 7 676 811 988.34 100.00% 223 160 000.00
0  274 766 759.55  274 766 759.54 0  274 766 759.54 0.00%  0.01
0 610 850 456.32 610 850 456.41 0 610 850 456.41 0.00%  0.09
0  52 037.96  52 037.97 0  52 037.97 0.00% 0.01
0  1 011 511.58  1 011 511.56 0  1 011 511.56 0.00%  0.02
263 330 000.00 8 234 992 135.57 7 748 502 135.68 263 330 000.00 8 011 832 135.68 104.36% 223 159 999.89A. Administrative expenditure 5 360 071 098.00 23 887 000.00 16 736 600.00 159 106 417.66 56 009 157.71 231 852 175.37
B0. Guarantees — reserves 506 920 050.00  243 558 050.00 0.00 0.00 8 783 507.16 8 783 507.16
B1. Agriculture 44 762 450 000.00 1 000 000.00 83 892 329.00 193 171.87 0.00 84 085 500.87
B2. Structural actions 34 121 625 240.00 135 989 000.00 1 217 738.00 242 745.28 31 333 946.29 32 794 429.57
B3. Training, education, culture 966 057 500.00 23 944 290.90 13 577 281.99 166 961 571.31 273 555.74 180 812 409.04
B4. Energy 243 100 000.00 55 854 128.00 304 983.00 18 974 315.01 35 796.35 19 315 094.36
B5. Internal market — 
trans European networks 1 153 527 000.00 86 861 070.33 7 904 107.34 98 999 003.65 3 627 076.19 110 530 187.18
B6. Research 4 055 000 000.00 114 915 483.99 0.00 426 086 731.15 1 464 288.12 427 551 019.27
B7. External actions  8 469 441 450.00 34 858 550.00 34 850 958.87 148 878 428.25 27 745 913.76 211 475 300.88
B8. Common foreign and security policy 47 500 000.00 0.00 0.00 6 209 353.78 0.00 6 209 353.78
Total 99 685 692 338.00 233 751 473.22 158 483 998.20 1 025 651 737.96 129 273 241.32 1 313 408 977.48
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Breakdown and changes in commitment and payment appropriations by budget subsection
Commitment appropriations
Appropriations
adopted Financial perspective
Modifications
transfers and AB 
(including EFTA)
2345 6  =  3  +  4  +  5 1
Carried over 
from 2002
Revenue from 
third parties/work 
for third parties
Other Total additional
Implementation of commitment appropriations by budget sub-section
A. Administrative expenditure 5 615 810 273.37 5 474 825 311.96 16 708 355.00 53 791 371.70 5 545 325 038.66 98.74%
B0. Guarantees — reserves 272 145 507.16 147 920 000.00 0.00 0.00 147 920 000.00 54.35%
B1. Agriculture 44 847 535 500.87 44 378 068 764.86 83 892 329.00 0.00 44 461 961 093.86 99.14%
B2. Structural actions 34 290 408 669.57 34 217 798 550.01 1 217 738.00 29 840 279.22 34 248 856 567.23 99.88%
B3. Training, education, culture 1 170 814 199.94 1 063 256 060.63 12 821 702.42 0.00 1 076 077 763.05 91.91%
B4. Energy 318 269 222.36 283 262 309.45 304 983.00 0.00 283 567 292.45 89.10%
B5. Internal market — 
trans European networks 1 350 918 257.51 1 261 800 088.01 6 758 171.28 1 846 304.56 1 270 404 563.85 94.04%
B6. Research 4 597 466 503.26 4 279 466 618.49 0.00 1 277 378.71 4 280 743 997.20 93.11%
B7. External actions  8 715 775 300.88 8 375 973 323.43 25 297 973.87 5 071 200.64 8 406 342 497.94 96.45%
B8. Common foreign and security policy 53 709 353.78 53 611 706.00 0.00 0.00 53 611 706.00 99.82%
Total 101 232 852 788.70 99 535 982 732.84 147 001 252.57 91 826 534.83 99 774 810 520.24 98.56%
Commitments made
Commitment
appropriations
authorised Heading
on current 
appropriations
2 3 4 5=2+3+4 6=5/1 1
on appropriations 
carried from 2002
on other 
appropriations Total %
Implementation of payment appropriations by budget sub-section
A. Administrative expenditure 6 087 145 932.55 4 860 274 658.26 374 791 324.06 70 155 219.56 5 305 221 201.88 87.15%
B0. Guarantees — reserves 295 701 557.16 147 920 000.00 0.00 0.00 147 920 000.00 50.02%
B1. Agriculture 45 078 711 544.87 44 088 041 413.30 291 205 641.34 0.00 44 379 247 054.64 98.45%
B2. Structural actions 32 127 952 952.57 27 308 678 463.87 1 376 913 280.39 38 799.52 28 685 630 543.78 89.29%
B3. Training, education, culture 1 150 592 496.60 943 315 895.04 0.00 0.00 943 315 895.04 81.99%
B4. Energy 284 736 821.15 211 740 304.58 0.00 0.00 211 740 304.58 74.36%
B5. Internal market — 
trans European networks 1 334 320 208.38 1 039 174 923.89 38 395 301.28 1 618 969.46 1 079 189 194.63 80.88%
B6. Research 4 157 044 844.89 3 276 970 659.35 0.00 2 582 521.21 3 279 553 180.56 78.89%
B7. External actions  7 772 112 776.18 6 487 697 924.09 450 552.72 6 500 921.93 6 494 649 398.74 83.56%
B8. Common foreign and security policy 50 409 353.78 30 999 516.09 0.00 0.00 30 999 516.09 61.50%
Total 98 338 728 488.13 88 394 813 758.47 2 081 756 099.79 80 896 431.68 90 557 466 289.94 92.09%
Payments made
Payment
appropriations
authorised Heading
on current 
appropriations
2 3 4 5=2+3+4 6=5/1 1
on appropriations 
carried from 2002
on other 
appropriations Total %5 615 810 273.37 5 360 071 098.00 23 887 000.00 468 158 232.01 161 223 380.01 73 806 222.53 703 187 834.55 6 087 145 932.55
272 145 507.16 366 169 050.00  79 251 000.00 0.00 0.00 8 783 507.16 8 783 507.16 295 701 557.16
44 847 535 500.87 44 762 450 000.00 1 000 000.00 315 068 373.00 193 171.87 0.00 315 261 544.87 45 078 711 544.87
34 290 408 669.57 33 330 476 500.00  4 462 567 500.00 3 259 563 268.00 242 745.28 237 939.29 3 260 043 952.57 32 127 952 952.57
1 170 814 199.94 879 610 000.00 35 475 289.49 241 500.00 234 992 151.38 273 555.73 235 507 207.11 1 150 592 496.60
318 269 222.36 250 832 000.00 8 912 253.87 0.00 24 893 210.76 99 356.52 24 992 567.28 284 736 821.15
1 350 918 257.51 1 165 694 000.00 43 230 294.90 81 144 307.25 39 233 039.08 5 018 567.15 125 395 913.48 1 334 320 208.38
4 597 466 503.26 3 650 000 000.00  305 591 707.08 0.00 809 080 379.79 3 556 172.18 812 636 551.97 4 157 044 844.89
8 715 775 300.88 7 687 634 450.00  151 996 500.00 31 679 112.50 148 913 919.84 55 881 793.84 236 474 826.18 7 772 112 776.18
53 709 353.78 50 000 000.00  5 800 000.00 0.00 6 209 353.78 0.00 6 209 353.78 50 409 353.78
101 232 852 788.70 97 502 937 098.00 -4 892 701 868.82 4 155 854 792.76 1 424 981 351.79 147 657 114.40 5 728 493 258.95 98 338 728 488.13
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(EUR)
7 = 1 + 2 + 6 8 9 10 11 12 13 = 10 + 11 + 12 14 = 8 + 9 + 13
Total authorised Appropriations
adopted
Modifications transfers
and AB
(including EFTA)
Carried over
from 2002
Revenue from third
parties/work for
third parties
Other Total
additional
Total
authorised
Payment appropriations
(EUR)
38 499 339.14 897 000.00 39 396 339.14 0.70% 28 842 864.56 28 245.00 2 217 786.01 31 088 895.57 0.55%
0.00 0.00 0.00 0.00% 115 442 000.00 0.00 8 783 507.16 124 225 507.16 45.65%
193 171.87 41 200 000.00 41 393 171.87 0.09% 344 181 235.14 0.00 0.00 344 181 235.14 0.77%
242 745.28 6 771 372.00 7 014 117.28 0.02% 33 044 317.99 0.00 1 493 667.07 34 537 985.06 0.10%
62 467 035.31 0.00 62 467 035.31 5.34% 31 240 266.27 755 579.57 273 555.74 32 269 401.58 2.76%
4 262 083.71 13 372 250.00 17 634 333.71 5.54% 17 031 799.85 0.00 35 796.35 17 067 596.20 5.36%
16 415 160.44 18 788 342.00 35 203 502.44 2.61% 42 383 483.53 1 145 936.06 1 780 771.63 45 310 191.22 3.35%
292 513 536.77 18 900 000.00 311 413 536.77 6.77% 5 122 059.88 0.00 186 909.41 5 308 969.29 0.12%
80 583 327.24 55 651 400.00 136 234 727.24 1.56% 140 970 377.58 9 552 985.00 22 674 713.12 173 198 075.70 1.99%
42 475.78 0.00 42 475.78 0.08% 55 172.00 0.00 0.00 55 172.00 0.10%
495 218 875.54 155 580 364.00 650 799 239.54 0.64% 758 313 576.80 11 482 745.63 37 446 706.49 807 243 028.92 0.80%
7 8 10=7+8+9 11=10/1 12 13 14 15=12+13+14 16=15/1
automatic
carry overs
carry overs
by decision Total % on current 
appropriations
on appropriations 
carried from 2002
on other 
appropriations Total %
Appropriations carried over to 2004 Appropriations lapsing
(EUR)
649 154 821.00 897 000.00 650 051 821.00 10.68% 34 854 998.75 93 366 907.95 3 651 002.97 131 872 909.67 2.17%
0.00 0.00 0.00 0.00% 138 998 050.00 0.00 8 783 507.16 147 781 557.16 49.98%
290 220 523.43 41 200 000.00 331 420 523.43 0.74% 344 181 235.14 23 862 731.66 0.00 368 043 966.80 0.82%
242 745.28 244 714 425.93 244 957 171.21 0.76% 1 314 516 110.20 1 882 649 987.61 199 139.77 3 197 365 237.58 9.95%
146 291 627.15 1 293 746.00 147 585 373.15 12.83% 59 176 172.68 241 500.00 273 555.73 59 691 228.41 5.19%
14 073 365.68 8 181 772.00 22 255 137.68 7.82% 50 642 022.37 0.00 99 356.52 50 741 378.89 17.82%
20 223 472.92 14 093 930.00 34 317 402.92 2.57% 174 665 007.17 42 749 005.97 3 399 597.69 220 813 610.83 16.55%
632 355 938.53 15 440 000.00 647 795 938.53 15.58% 228 722 074.83 0.00 973 650.97 229 695 725.80 5.53%
139 787 714.78 22 490 729.00 162 278 443.78 2.09% 1 034 575 501.97 31 228 559.78 49 380 871.91 1 115 184 933.66 14.35%
5 361 926.78 0.00 5 361 926.78 10.64% 14 047 910.91 0.00 0.00 14 047 910.91 27.87%
1 897 712 135.55 348 311 602.93 2 246 023 738.48 2.28% 3 394 379 084.02 2 074 098 692.97 66 760 682.72 5 535 238 459.71 5.63%
7 8 10=7+8+9 11=10/1 12 13 14 15=12+13+14 16=15/1
automatic
carry overs
carry overs
by decision Total % on current 
appropriations
on appropriations 
carried from 2002
on other 
appropriations Total %
Appropriations carried over to 2004 Appropriations lapsing128 CONSOLIDATED BALANCE SHEET 
OF THE EUROPEAN UNION AT 31 DECEMBER 2003
Heading 31.12.2003 31.12.2002
Assets
(EUR)
——
8 906 061.31 7 849 426.87
3 290 418 242.14 3 311 141 828.51
1 372 961 134.24 1 401 405 844.93
39 263 830.27 37 234 380.92
31 337 048.79 30 332 343.84
72 095 628.16 79 965 606.20
1 635 150 202.72 1 666 588 220.28
19 705 399.54 11 941 659.81
119 904 998.42 83 673 772.53
2 202 424 471.70 2 193 857 710.34
400 869 242.49 324 011 899.20
1 801 555 229.21 1 869 845 811.14
58 068 013.05 60 813 856.98
145 404 370.03 157 541 890.85
1 598 082 846.13 1 651 490 063.31
24 247 870 796.39 22 070 662 175.56
544 442 618.62 627 217 512.42
1 635 965 872.17 1 745 843 139.35
22 067 462 305.60 19 697 601 523.79
78 669 342.91 76 002 255.83
17 546 696.66 14 088 330.78
61 122 646.25 61 913 925.05
6 165 036 537.87 7 371 242 916.41
209 419 985.60 412 668 769.77
17 351 707.43 27 663 796.05
163 312 751.48 355 633 579.28
28 755 526.69 29 371 394.44
5 918 428 535.03 6 917 168 431.62
4 948 454.00 355 000 000.00
2 313 829 577.89 2 078 454 951.07
905 909 153.71 1 349 977 685.84
41 593 570.83 37 137 312.19
1 348 164 726.40 660 833 981.90
18 162 126.95 30 505 971.14
29 312 667.31 11 190 347.97
3 570 337 835.83 4 472 523 132.58
37 188 017.24 41 405 715.02
36 929 231.45 41 200 687.23
258 785.79 205 027.79
1 472 457 179.71 1 528 146 863.72
13 906 904 383.27 17 399 969 075.96
51 372 687 015.30 53 958 872 253.20
I. Formation expenses
II. Intangible fixed assets
III.  Tangible fixed assets
A. Land and buildings
B. Plant, machinery and tools
C. Furniture and vehicles
D. Computer hardware
E. Finance leases and similar entitlements
F. Other tangible fixed assets
G. Fixed assets under construction and advances in respect of
tangible fixed assets
IV. Financial fixed assets
A. Investments in related organisations
B. Other financial fixed assets
1. Subscriptions and participations
2. Other securities
3. Guarantees and advances granted
V. Long-term assets
A. Loans granted from the budget
B. Loans granted from borrowed funds
C. Other long term assets
VI. Stocks
A. Office supplies and other consumables
B. Scientific equipment
VII. Short-term assets
A. Long term assets falling due in less than one year
1. Loans granted from the budget
2. Loans granted from borrowed funds
3. Other long term assets
B. Current assets
1. Advances paid to Member States
2. Amounts owed by Member States
(a) EAGGF Guarantee receivables
(b) VAT paid by institutions and recoverable from the
Member States
(c) Own resources
(d) Other receivables from Member States
3. Non consolidated Community bodies
4. Sundry debtors
C. Other receivables 
1. Receivable from personnel
2. Other
VIII. Cash investments
IX. Disposable assets
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Heading 31.12.2003 31.12.2002
Liabilities
(EUR)
14 837 432 304.49 17 624 821 401.99
4 814 776 618.02 8 750 278 677.23
5 469 843 705.90 7 413 481 988.34
– 993 048 251.74 1 268 832 829.48
102 691.94 211 819.79
337 878 471.92 67 752 039.62
9 475 249 936.33 8 556 971 226.37
9 475 249 936.33 8 275 052 504.67
0.00 281 918 721.70
547 405 750.14 317 571 498.39
57 124 663.00 57 124 663.00
2 610 325.82 2 446 835.39
487 670 761.32 258 000 000.00
25 348 151 878.66 23 109 444 390.34
3 243 622 046.82 3 158 065 535.75
1 744 672 854.67 1 810 564 556.37
1 498 949 192.15 1 347 500 979.38
7 943 480 785.33 10 066 540 925.12
297 030 423.98 466 278 256.46
0.00 3 467 493 212.21
7 622 077 452.22 6 115 509 530.20
4 959 878 291.39 39 176 367.74
15 850 919.18 13 642 016.76
2 246 023 738.48 4 846 976 388.84
400 324 503.17 1 215 714 756.86
24 372 909.13 17 259 926.25
51 372 687 015.30 53 958 872 253.20
I. Own  capital
A. Economic out turn for the year
1. Budget out turn of the European Communities
2. Result of adjustments
3. Result of borrowing and lending activities
4. Economic out turn of the ECSC in liquidation
B. Out turn carried over from previous financial years
Result of adjustments
ECSC in liquidation
C. Reserves
1. Revaluation reserve
2. Reserve for borrowing and lending activities
3. Reserves of the ECSC in liquidation
II. Provisions for risks and charges
III. Long-term liabilities
A. Borrowing
B. Other long term liabilities
IV. Short-term liabilities
A. Long term liabilities falling due in less than one year
B. Other short term financial liabilities
C. Current liabilities
1. Member States and EFTA countries
2. Non consolidated Community bodies
3. Payment appropriations to be carried over
4. Sundry creditors
D. Other liabilities 
Total130
1. Legal provisions
The accounts are kept in accordance with
Council Regulation (EC, Euratom) No
1605/2002 of 25 June 2002 on the financial
regulation applicable to the general budget of
the European Communities and Commission
Regulation (EC, Euratom) No 2342/2002 of
23 December 2002 laying down detailed rules
for the implementation of this financial regu 
lation. The annual accounts for 2003 are the
second drawn up in accordance with the fi 
nancial regulation, on the basis of the transi 
tional provisions mentioned below.
The same rules of valuation and accounting
methods are applied in all the Community in 
stitutions and bodies currently falling within
the scope of consolidation (Commission, Par 
liament, Council, Court of Justice, Court of
Auditors, European Economic and Social
Committee, Committee of the Regions and
the Ombudsman) in order to guarantee har 
monisation of the accounts and consistency of
data. The exception to this rule is the Euro 
pean Coal and Steel Community (ECSC) in
liquidation which was being consolidated for
the first time in 2003. There are some differ 
ences in certain accounting treatments be 
tween the ECSC in liquidation and the other
institutions, since the ECSC in liquidation
currently applies certain accrual accounting
principles more extensively than the Commu 
nity bodies. Given the current transition to ac 
crual accounting and the immateriality of the
differences in question, it was not considered
useful or appropriate to make corrections for
the amounts.
2. The financial regulation
The financial regulation adopted by the Coun 
cil on 25 June 2002 (OJ L 248, 16.9.2002, p.
1, with a corrigendum in OJ L 25, 30.1.2003,
p. 43) brings together the provisions on the
presentation of accounts and accounting in
Title VII of Part One.
While this financial regulation is applicable
from 1 January 2003, Article 181 contains a
number of transitional provisions, some of
which relate to the presentation of the ac 
counts.
This is particularly the case with regard to the
timetable for the presentation of accounts
which will be shifted forward by about one
month from 2005 onwards to give the dis 
charge authority the same amount of time for
its deliberations. Article 128 thus stipulates
that, starting with the accounts for 2005, the
Commission’s accounting officer must submit
the consolidated provisional accounts by 31
March of the following year, on the basis of
the provisional accounts that each institution
and other consolidated bodies have sent by 1
March. These accounts are sent to the Court
of Auditors, which must make its observations
by 15 June (Article 129). On the basis of these
observations, the Commission adopts the final
consolidated accounts by 31 July and they are
then published by 31 October together with
the Court of Auditors’statement of assurance.
The transitional provisions lay down the gen 
eral rule that the provisions of Title VII of
Part One shall apply gradually, depending on
technical possibilities in order to be fully ef 
fective for the budgetary year 2005. This
gradual application relates, in particular, to
the new principles governing the institutions’
accounts.
Under the transitional provisions of the new
financial regulation, for accounts relating to
financial years prior to 2005, the accounting
officer of the Commission must, in accor 
dance with Articles 128(2) and 181(2) of the
financial regulation, consolidate the provi 
sional accounts and send them no later than 1
May to the Court of Auditors. These include
both the individual provisional accounts for
each institution (and other consolidated
bodies) and the provisional consolidated
accounts.
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Both the provisional and definitive accounts
for 2003 are presented as follows: Volume I
contains the consolidated accounts, Volume II
the Commission’s accounts and Volume III
the individual accounts of the other institu 
tions and bodies.
3. Accounting principles
The objectives of financial statements are to
provide information on the financial position,
performance and cash flows of an entity that
is useful to a wide range of users. For a public
sector entity such as the European Communi 
ties, the objectives are more specifically to
provide information useful for decision mak 
ing, and to demonstrate the accountability of
the entity for the resources entrusted to it.
If they are to present a true and fair view, fi 
nancial statements must not only supply rele 
vant information to describe the nature and
range of an institution’s activities, explain
how it is financed and supply definitive infor 
mation on its operations, but do so in a clear
and comprehensible manner which allows
comparisons between financial years. It is
with these goals in mind that the present doc 
ument has been drawn up.
The accounting system of the Community in 
stitutions comprises general accounts and
budget accounts. These accounts shall be kept
in euro on the basis of the calendar year.
The budget accounts give a detailed picture 
of the implementation of the budget. They 
are based on the modified cash accounting
principle (1).
The general accounts show all expenditure
and revenue over the financial year and are
designed to establish the financial position in
the form of a balance sheet at 31 December.
Article 124 of the financial regulation sets out
the accounting principles to be applied in
drawing up the financial statements:
 going concern basis;
 prudence;
 consistent accounting methods;
 comparability of information;
 materiality;
 no netting;
 reality over appearance;
 accrual based accounting.
However, the transitional provisions of the fi 
nancial regulation indicate that these princi 
ples will apply gradually depending on techni 
cal possibilities in order to be fully effective
for the budgetary year 2005.
For example, the financial statements for
2003 take account of certain elements of the
principle of prudence and accrual accounting,
such as value adjustments for entitlements,
depreciation and the entry of carry overs in
the accounts as charges and debts for the fi 
nancial year. The financial statements will
gradually evolve so that the principle of ac 
crual based accounting will take full effect
from 2005.
(1)  This differs from cash based accounting because of ele 
ments such as carry overs and the establishment of entitle 
ments.132
1. Legal provisions
1.1. Accounts are kept in euro.
1.2. Except for the headings set out below, as 
sets and liabilities are converted into euro on
the basis of the conversion rates applying on
31 December 2003. The conversion rates for
the main currencies at 31 December 2003
were as follows:
EUR 1  DKK 7.4450
EUR 1  GBP 0.7048
EUR 1  SEK 9.0800
EUR 1  JPY 135.0500
EUR 1  USD 1.2630
Different conversion methods apply to the fol 
lowing headings:
 tangible and intangible assets, which retain
their value in euro at the rate that applied
at the date when they were purchased;
 commitments outstanding, some of which
are commitments in national currencies,
were revalued using the rates for
December;
 pre financing paid under the Guarantee
Section of the European Agricultural Guid 
ance and Guarantee Fund, which are con 
verted at the exchange rates applying on
the 10th day of the month following the
month in which they are granted.
1.3. Monetary items other than those listed
above are revalued at the closing euro rate on
the date the accounts are closed. The revalued
figure is treated as follows:
 cash assets: the contra entry for the posi 
tive and negative exchange differences re 
lating to cash assets is recorded in the re 
sult of adjustments for the year;
 monetary items other than cash assets:
overall, the exchange differences in assets
and commitments expressed in a specific
currency are recorded in the result of ad 
justments for the year.
1.4. Revenue (and expenditure) in other cur 
rencies is converted using a monthly rate.
2. Revenue
2.1. The amounts of own resources and finan 
cial contributions entered in the accounts are
those credited in the course of the year to the
accounts opened in the Commission’s name
by the governments of the Member States.
The difference between the amount of VAT
own resources, GNI based resources and fi 
nancial contributions entered in the budget
and the amount actually due is calculated by 1
July of the following year and entered in an
amending budget for that year.
2.2. The other revenue entered in the accounts
is the amount actually received in the course
of the year.
3. Expenditure
3.1. For the purposes of calculating the budget
out turn for the year, expenditure comprises
payments made against the year’s appropria 
tions for payments plus any of the appropria 
tions for that year that are carried over to the
following year.
3.2. Payments made against the year’s appro 
priations for payments mean payments that
are made by the accounting officer by 31 De 
cember of the financial year.
In the case of the Guarantee Section of the
European Agricultural Guidance and Guaran 
tee Fund, the payments are those effected by
the Member States between 16 October 2002
and 15 October 2003, provided that the ac 
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counting officer was notified of the commit 
ment and authorisation by 31 January 2004.
EAGGF Guarantee expenditure may be sub 
ject to a clearance decision following controls
in the Member States.
4. Economic out-turn for 
the year
The economic out turn shows the result of the
Communities’activities by applying a number
of elements of the accrual accounting princi 
ple. The explanatory notes specify which ele 
ments have been taken into account.
The financial regulation states that the accrual
accounting principle will be gradually intro 
duced by 2005. One of the objectives of the
ongoing project to modernise the accounting
system is the transition from the current sys 
tem based on the modified cash principle to
an accounting system based on the accrual
principle.
The economic out turn consists of the budget
out turn, the budget out turn of the ECSC in
liquidation, the result of the adjustments, and
the result of borrowing and lending activities.
4.1. Budget out-turn
The budget out turn comprises two elements:
the result of the European Communities and
the result of the participation of the EFTA
countries belonging to the EEA. In accor 
dance with Article 15 of Council Regulation
(EC, Euratom) No 1150/2000 on own re 
sources, this out turn represents the difference
between:
— total revenue received for that year; and
— total payments made against that year’s ap 
propriations plus the total amount of that
year’s appropriations carried over to the
following year (1).
The following are added to or deducted from
the resulting figure:
— the net balance of cancellations of payment
appropriations carried over from previous
years and any payments which, because of
fluctuations in the euro rate, exceed non 
differentiated appropriations carried over
from the previous year;
—  the balance of exchange rate gains and
losses recorded during the year.
The budget out turn is paid back to the Mem 
ber States the following year.
4.2. Result of adjustments
In the course of the year, the accounting is
based on the cash principle. In order to give a
more accurate picture of assets and liabilities,
the financial situation and the result, a number
of adjustments are necessary at year end.
These adjustments correct the items of capital
spending and receipts charged to expenditure
and revenue in accordance with the cash 
based principle and allow non budget expen 
diture and revenue to be entered in the ac 
counts.
As a result of these adjustments, the annual
accounts can be presented in accordance with
the principle of modified accrual accounting,
based on modified cash budget accounting.
(1) In the case of the EFTA–EEA countries, the volume of ap 
propriations carried over from year n to year n + 1 is known
after the accounts have been closed. As a result, the calcula 
tion of the balance includes carry overs of appropriations
from year n – 1 to year n.134
4.3. Result of borrowing and
lending activities
Borrowing and lending activities are off bud 
get operations provided for in the Treaties.
Pursuant to the principle of budgetary equilib 
rium, the Communities may not finance their
activities by borrowing.
However, a number of provisions of the
Treaties establishing the Communities have
led to the creation of various instruments au 
thorising the Commission, on behalf of the
Communities, to borrow on the financial mar 
kets to make loans in order to enable the final
recipients to benefit from the advantageous
conditions that the Communities can secure
on these markets.
The result of borrowing and lending activities
is mentioned separately as part of the eco 
nomic out turn. The result is paid back to the
general budget of the Communities. A reserve
has also been set up for future risks.
4.4. Economic out-turn of 
the ECSC in liquidation
The economic out turn of the ECSC in liqui 
dation represents the difference between its
revenues and expenses for the year arising
from the liquidation of its financial opera 
tions, investment movements and contribu 
tions to the research fund for coal and steel.
This result is not paid back to the Communi 
ties but kept within the ECSC in liquidation to
finance its future activities.
5. Rules on valuation
Except where indicated in the explanatory
notes to the balance sheet, the various head 
ings are valued as follows:
5.1. Tangible and intangible fixed assets are
valued at their acquisition price, with the ex 
ception of assets produced by the European
Communities, which are valued at their pro 
duction cost, and assets acquired free of
charge that are valued at their market value.
Tangible and intangible fixed assets are val 
ued at their historic value converted into euro
at the rate applying when they were pur 
chased. The book value of a fixed asset is
equal to its acquisition price or production
cost, plus or minus revaluations, depreciation
and other amounts written off.
Assets covered by finance leases are valued at
the date of entry into force of the lease at the
lower of the market value of the asset or the
discounted value of the minimum lease pay 
ments due, in accordance with Article 21 of
Commission Regulation (EC) No 2909/2000
of 29 December 2000.
Except for land, assets under construction,
pre financing paid out and works of art, these
fixed assets must also be subject to deprecia 
tion for each full year, according to the
straight line method (Title IV, Chapter 4, of
Regulation (EC) No 2909/2000 of 29 Decem 
ber 2000 on the accounting management of
the European Communities’ non financial
fixed assets) at the following rates:
5.2. Stocks: Office supplies and other con 
sumer goods are valued at the price of the last
supplies received.
Scientific equipment: stocks of heavy water,
fissile material and samples for industrial and
scientific use are valued every year and en 
tered in the balance sheet at the acquisition
price or resale cost of the last supplies re 
ceived or the market price, whichever is the
lower.
5.3. Financial assets are valued at their pur 
chase price. If denominated in foreign curren 
cy, they are converted at the euro rate apply 
ing at the close of the year. In line with the
principle of prudence, an adjustment is made
where there is a probable loss in value.135
5.4. Entitlements are entered in the accounts
at their face value, converted at the euro rate
applying at the end of the year, with the ex 
ception of entitlements denominated at a fixed
rate. Entitlements are financial instruments
that must be valued at their correct level.
Value adjustments are calculated and entered
in the accounts for this purpose. A value re 
duction or write down is thus applied for
amounts considered irrecoverable.
Two types of value reduction exist:
—  a specific write down applied when a
given amount is deemed irrecoverable,
irrespective of any legal developments (the
risk of non recovery is thus examined for
each debt);
—  a flat rate write down applied when the
amount of the irrecoverable debt is not
Depreciation rates
Type of asset Straight line depreciation rate (%)
Computer software 25
Computer hardware 25
Kitchens — Cafeterias — Nurseries
Small electrical equipment 25
Cash registers 25
Large kitchen equipment 12.5
Specialist furniture for kitchens, cafeterias 12.5
Specialist furniture for nurseries 25
Plant, machinery and tools
Telecommunication and audiovisual equipment
Telephone and fax machines 25
Headphones, earphones, microphones 25
Cameras 25
Videos 25
Video and dictating machines 25
Projectors (slides and overhead) 25
Photographic equipment 25
Projector screens 25
Televisions, radios, monitors (not including computers) 25
Technical equipment
Printers, mail, security, building, tools 12.5
Measuring or laboratory equipment 25
Other plant, machinery and tools 12.5
Movable shelving, partitions, false floors, false ceilings and wiring 25
Vehicle fleet 25
Furniture 10
Buildings 4
Land n.a.136
known. Entitlements due for more than one
year are written down by 20 %. A further
cut of 20 % is made for each additional
year. After five years, entitlements which
have not yet been received are thus com 
pletely written down.
5.5. Cash investments and disposable assets
are valued at their face value converted into
euro at the rate applying at the end of the year.
For the sake of prudence, an adjustment is
made where there is a probable loss in value.
5.6. Debts are valued at their face value con 
verted into euro at the rate applying at the end
of the year if they are denominated in a for 
eign currency.
5.7. Provisions are valued/accounted for,
where possible, in accordance with IPSAS 19.
Details of their calculation and basis are given
in the related explanatory notes.
6. Pre-financing
Pre financing amounts for operational pur 
poses are included in the year’s expenditure and
do not appear as assets in the balance sheet.
Pre financing amounts to public or private in 
termediaries which had not been received by
the final beneficiary at 31 December 2003 and
which are included in the year’s budget ex 
penditure are entered on the assets side of the
balance sheet as short term assets, under
‘Sundry debtors’.
7. Consolidation
The consolidated accounts cover the accounts
of the European Parliament, the Council, the
Commission, the Court of Justice, the Court
of Auditors, the European Economic and So 
cial Committee, the Committee of the Re 
gions and the Ombudsman. Following the
entry into force of the Treaty of Nice on 1
February 2003, the Member States have en 
trusted the Commission with the management
of the ECSC in liquidation. As a result, the fi 
nancial statements of the ECSC in liquidation
were consolidated in the European Communi 
ties’ accounts of 2003, with adjustment made
to the 2002 comparative figures to reflect the
consolidation of the ECSC in liquidation from
24 July 2002 onwards. The method used is
that of full consolidation, in line with
IPSAS 6.
Also consolidated for the first time in 2003 is
the joint undertaking with the European Space
Agency, Galileo. Reflecting the nature of this
investment, and in compliance with IPSAS 8,
the equity method of consolidation is used.
Since 2002, the Communities’ investment in
the European Investment Fund (EIF) has also
been consolidated in Volume I using the equi 
ty method, in accordance with IPSAS 7.
Article 121 of the financial regulation pro 
vides for the consolidation of the institutions
and certain agencies set up in the Member
States of the European Union. The scope of
consolidation will be extended in 2005 to the
bodies mentioned in Article 185 of the finan 
cial regulation. An analysis being conducted
as part of the modernisation of the Communi 
ties’ accounting system, in particular in accor 
dance with the gradual introduction of IPSAS
standards between now and 2005, will deter 
mine whether other bodies and entities are to
be consolidated. The issue of whether or not
certain other entities are to be consolidated
will be referred, for an opinion, to the Ac 
counting Standards Committee, a forum of
experts in public sector accounts set up as part
of the modernisation project.
Not included on the balance sheet of the Euro 
pean Communities are the funds managed by
the Commission on behalf of both the sick 
ness insurance scheme for staff of the Com 
munities and the European Development
Fund (EDF). At 31 December 2003, the total
assets of both were EUR 224 million and
EUR 18 000 million respectively.137
The general budget, the main instrument of
the Communities’ financial policy, is the in 
strument which provides for and authorises
the Communities’ revenue and expenditure
every year.
The budgetary procedure is set out in Article
272 of the EC Treaty which stipulates the se 
quence of stages and the time limits which
must be respected by the two arms of the bud 
getary authority: the Council and Parliament.
Every year, the Commission estimates all the
Community institutions’revenue and expendi 
ture for the coming year and draws up a pre 
liminary draft budget which it sends to the
budgetary authority. 
On the basis of this preliminary draft budget,
the Council draws up a draft budget which is
then the subject of negotiations between the
two arms of the budgetary authority.
The President of Parliament declares that the
budget has been finally adopted making the
budget enforceable. The task of executing the
budget is mainly the responsibility of the
Commission.
Unless otherwise stated, the following bud 
getary provisions refer to the financial regula 
tion adopted by the Council on 25 June 2002
(OJ L 248, 16.9.2002, p. 1, and the corrigen 
dum in OJ L 25, 30.1.2003, p. 43) which ap 
plies with effect from 1 January 2003.
1. Budgetary principles
The general budget of the Communities is
governed by a number of basic principles:
— unity and budget accuracy: all the Commu 
nities’expenditure and revenue must be in 
corporated into a single budget document,
and must be booked on a budget line, and
expenditure must not exceed authorised
appropriations;
—  universality: this principle comprises two
rules:
 the rule of non assignment, meaning that
budget revenue must not be earmarked for
specific items of expenditure (total revenue
must cover total expenditure),
 the gross budget rule, meaning that revenue
and expenditure are entered in full in the
budget without any adjustment against
each other;
—  annuality: the appropriations entered are
authorised for a single year and must there 
fore be used during that year;
—  equilibrium: the revenue and expenditure
shown in the budget must be in balance
(estimated revenue must equal payment
appropriations);
—  specification: each appropriation is as 
signed to a specific purpose and a specific
objective;
— unit of account: the budget is drawn up and
implemented in euro and the accounts are
presented in euro;
—  sound financial management: budget ap 
propriations are used in accordance with
the principle of sound financial manage 
ment, namely in accordance with the prin 
ciples of economy, efficiency and effec 
tiveness;
— transparency: the budget is established and
implemented and the accounts presented in
compliance with the principle of trans 
parency — the budget and amending bud 
gets are published in the Official Journal
of the European Union.
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2. Budget structure
The budget consists of:
(a) a general statement of revenue;
(b) separate sections divided into the state 
ments of revenue and expenditure of each
institution: Section I: Parliament; Section
II: Council; Section III: Commission;
Section IV: Court of Justice; Section V:
Court of Auditors; Section VI: European
Economic and Social Committee; Section
VII: Committee of the Regions; Section
VIII: Ombudsman.
Each institution’s items of revenue and expen 
diture are classified according to their type or
the use to which they are assigned under
titles, chapters, articles and items.
A part of the funds of the ECSC in liquidation
was placed at the disposal of the operational
budget of the ECSC in liquidation. This oper 
ational budget was adopted annually by the
Commission, after consultation with the
Council and the European Parliament. The
last budget was drawn up for the period 1 Jan 
uary 2002 to 23 July 2002. As from 24 July
2002, the revenue and charges connected with
the operational budget have been included in
the revenue and expenditure account of the
ECSC in liquidation. The remaining commit 
ments to be fulfilled are shown on the liability
side of the balance sheet.
3. Structure of the accounts
Only the Commission budget contains admin 
istrative appropriations and operating appro 
priations. The other institutions have only ad 
ministrative appropriations.
The budget distinguishes between two types
of appropriation: non differentiated appropria 
tions and differentiated appropriations.
Non differentiated appropriations are used to
finance operations of an annual nature (which
comply with the principle of annuality). Dif 
ferentiated appropriations were introduced in
order to reconcile the principle of annuality
with the need to manage multiannual opera 
tions. They cover the total cost, during the
current year, of legal obligations entered into
for operations extending over more than one
financial year.
(a) Non differentiated appropriations cover:
—  all the administrative sections of the
budget (Part A of the Commission
Section and the whole of every other
section);
—  EAGGF Guarantee appropriations of
an annual nature; 
—  certain technical appropriations (re 
payments, borrowing and lending
guarantees, etc.).
In the case of non differentiated appropri 
ations, the amount of commitment appro 
priations is the same as that of payment
appropriations.
(b) Differentiated appropriations are intended
to cover multiannual operations and com 
prise the appropriations in Part B of the
Commission section (not including the
EAGGF).
These differentiated appropriations break
down into commitment appropriations
and payment appropriations:
—  commitment appropriations cover the
total cost of the legal obligations en 
tered into for the current financial year
(1) for operations extending over a
number of years (2);
—  payment appropriations cover expen 
diture arising from commitments en 
(1) For the Structural Funds, only the annual tranche is counted.
(2) Appropriations for commitments = commitment appropria 
tions + non differentiated appropriations.139
tered into in the current financial year
and/or earlier financial years (1).
4. Origin of appropriations
The main source of appropriations is the
Communities’ budget for the current year.
However, there are other types of appropria 
tions resulting from the provisions of the
financial regulation. They come from previ 
ous financial years or outside sources.
4.1. Final budget appropriations
• Initial budget appropriations
• Transfers
Appropriations may be transferred between
lines in accordance with the rules laid down
in Articles 22 to 24 of the financial regula 
tion (2).
• Amending budgets
The budget adopted may be amended by an
amending budget. The rules are set out in
Articles 37 and 38 of the financial regula 
tion.
• EFTAappropriations
The Agreement on the European Economic
Area provides for financial contribution by
its members to certain activities in the Com 
munities’ budget. The budget lines con 
cerned and the amounts projected are pub 
lished in Annex III to the Communities’
budget. The lines concerned are increased by
the EFTA contribution. Appropriations not
used at the end of the year are cancelled and
returned to the EEAcountries.
4.2. Appropriations carried over
from previous year
• Appropriations automatically carried over
These are non differentiated payment appro 
priations which may be carried over auto 
matically for one financial year only (no
limits for the ECSC in liquidation) in accor 
dance with Article 9(4) of the financial regu 
lation.
•  Appropriations carried over by decision of
the institutions
An institution may decide to carry over ap 
propriations from the previous budget in one
of two cases: if the preparatory stages have
been completed (Article 9(2)(a) of the finan 
cial regulation) or if the legal base is adopt 
ed late (Article 9(2)(b)). Both commitment
and payment appropriations may be carried
over (Article 9(3) of the financial regula 
tion).
4.3. Revenue from third parties
and work for third parties
• Revenue from third parties
As with the EFTA appropriations, other
countries have concluded agreements with
the European Union involving a financial
contribution to Communities’ activities. The
amounts received are considered to be rev 
enue from third parties which is allocated to
the budget lines concerned (often in the field
of research) and may be carried over without
limit (Articles 10 and 18(a) and (d) of the fi 
nancial regulation).
• Work for third parties
As part of their research activities, the Com 
munities’research centres may work for out 
side bodies (Article 161(2) of the financial
regulation). Like the revenue from third par 
ties, the work for third parties is assigned to
specific budget lines and may be carried
over without limit (Articles 10 and 18(d) of
the financial regulation).
(1)  Appropriations for payments = payment appropriations +
non differentiated appropriations.
(2) Regulation No 1605/2002 of 25 June 2002.140
4.4. Appropriations for reuse
These appropriations arose from the refund of
amounts paid in error, proceeds from the sup 
ply of goods/services to other Community
bodies, insurance payments received and rev 
enue from lettings and publication sales —
the amounts were assigned to the budget line
which incurred the initial expenditure. Previ 
ously, these appropriations could be carried
over for a period of one year only (under Arti 
cle 27(2) of the 1977 financial regulation),
but, from 2003, the new financial regulation
converted them into assigned revenue (Arti 
cles 10 and 18(e), (f), (g), (h), (i), and (j) of
the financial regulation), which may be car 
ried over without limit.
4.5. Appropriations made
available again as a result
of repayment of payments
on account
These were Communities’ funds which had
been repaid by the beneficiaries. These
amounts were re entered by a Commission
decision (Article 7(7) of the 1977 financial
regulation, Article 18(2) of the new financial
regulation). The amounts entered had to be
used in the course of the financial year. Now,
and since 1 January 2003, repayments of pay 
ments on account are entered as assigned rev 
enue (Articles 10 and 18(2) of the financial
regulation), which may be carried over with 
out limit.
4.6. Commitment
appropriations made
available again as a result
of decommitments
This involves the re entry of commitment ap 
propriations concerning structural funds
which have been decommitted. Amounts can
be re entered by way of exception in the event
of error by the Commission or if they are in 
dispensable for completion of the programme
(Article 157 of the financial regulation).
5. Budget implementation
Article 48(1) of the financial regulation states:
‘The Commission shall implement ... the bud 
get in accordance with this Regulation, on its
own responsibility and within the limits of the
appropriations authorised.’
Article 50 states that the Commission shall
confer on the institutions the requisite powers
for the implementation of the sections of the
budget relating to them.
5.1. Execution of revenue
The budget takes over the forecasts of rev 
enue subject to any changes resulting from the
adoption of amending budgets which adjust
the forecasts in the initial budget in line with
the reductions or increases in revenue estab 
lished during implementation. The budget
revenue covers appropriations for payments.
The revenue out turn comprises established
entitlements, revenue actually collected
against these established entitlements and the
balance to be recovered.
The actual revenue for a financial year corre 
sponds to the revenue collected against enti 
tlements established in the course of the year
and amounts collected against entitlements
still to be recovered from previous years.
5.2. Execution of expenditure
As with revenue, expenditure is forecast in the
initial budget.141
The execution of expenditure shows how ap 
propriations for commitments (1) and appro 
priations for payments (2) are changed, used,
carried over and lapse during the year.
5.2.1. Utilisation of appropriations
•  Appropriations for commitments: The ap 
propriations authorised are available during
the financial year for entering into commit 
ments.
• Appropriations for payments: The appropri 
ations authorised are available during the fi 
nancial year for making payments.
5.2.2. Carry overs to the following year
Appropriations for commitments
Some types of appropriation which are not
committed may be carried over automatically.
This is the case with revenue from third par 
ties and appropriations for reuse (Article 10 of
the financial regulation).
Carry overs may be authorised by the institu 
tions:
—  if most of the preparatory stages of the
commitment procedure have been com 
pleted by 31 December (Article 9(2)(a) of
the financial regulation); or
—  if the legal base is adopted in the final
quarter of the financial year (Article
9(2)(b) of the financial regulation).
The budgetary authority must be notified of
this decision (Article 9(5) of the financial reg 
ulation).
Appropriations for payments
—  Non differentiated appropriations: Carry 
over is generally automatic if it is to cover
outstanding commitments (Article 9(4) of
the financial regulation).
— Differentiated appropriations: Unused pay 
ment appropriations usually lapse; howev 
er, they may be carried over by Commis 
sion decision if the payment appropriations
for the following financial year will not
cover existing commitments or commit 
ments linked to commitment appropriations
which have themselves been carried over
(Article 9(3) of the financial regulation).
5.2.3. Cancellation of appropriations
Any appropriations for commitments and for
payments not used and not carried over are
cancelled at year end (Article 9(1) of the fi 
nancial regulation).
6. Outstanding commitments
With the introduction of differentiated appro 
priations, a gap developed between commit 
ments entered into and payments made: this
gap, corresponding to outstanding commit 
ments, represents the time lag between when
the commitments are entered into and when
the corresponding payments are made.
(1) Commitment appropriations + non differentiated appropria 
tions.
(2) Payment appropriations + non differentiated appropriations.142
Establishment
of the balance sheet
The balance sheet is drawn up in accordance
with:
—  Council Regulation (EC, Euratom) No
1605/2002 of 25 June 2002 on the finan 
cial regulation applicable to the general
budget of the European Communities;
— Commission Regulation (EC, Euratom) No
2342/2002 of 23 December 2002 laying
down detailed rules for the implementation
of the financial regulation;
—  Commission Regulation (EC) No
2909/2000 of 29 December 2000 on the
accounting management of the European
Communities’ non financial fixed assets
(OJ L 336, 30.12.2000);
—  the accounting and consolidation manual
of the European Communities, drawn up
by the accounting officer of the Commis 
sion, setting out the rules on valuation and
accounting methods to be applied by all
the institutions in order to establish a uni 
form set of rules for accounting, valuation
and presentation of the accounts with a
view to harmonising the process for draw 
ing up the financial statements and consol 
idation, as required by Article 133 of the
abovementioned financial regulation.
In connection with the modernisation of the
Communities’accounting system and the shift
towards application of the IPSAS standards
for 2005, gradual changes in accounting
methods are both inevitable and necessary.
Some changes have already been made to the
methods applied to produce the 2003 annual
accounts. These changes are explained in the
notes and comparative figures are provided.
Restatement of the balance-
sheet figures for 2002
Due to the consolidation of the ECSC in liqui 
dation, for the first time in 2003, the 2002
comparative figures for the balance sheet have
been reclassified to include the relevant fig 
ures of the ECSC in liquidation at 31 Decem 
ber 2002. The adjustments to the headings
were as follows:
COMMENTS ON THE CONSOLIDATED BALANCE SHEET FOR
THE FINANCIAL YEAR 2003143
ECSC
31.12.2002
plus adjustments
European Communities
31.12.2002 Adjusted 31.12.2002
Assets
(EUR)
7 846 576.87 2 850.00 7 849 426.87
3 311 127 734.51 14 094.00 3 311 141 828.51
79 951 512.20 14 094.00 79 965 606.20
2 017 547 773.48 176 309 936.86 2 193 857 710.34
1 693 535 874.28 176 309 936.86 1 869 845 811.14
42 045 810.97 18 768 046.01 60 813 856.98
0.00 157 541 890.85 157 541 890.85
21 624 361 525.95 446 300 649.61 22 070 662 175.56
1 394 599 344.04 351 243 795.31 1 745 843 139.35
19 602 544 669.49 95 056 854.30 19 697 601 523.79
76 002 255.83 0.00 76 002 255.83
7 014 996 335.36 356 246 581.05 7 371 242 916.41
163 026 211.05 249 642 558.72 412 668 769.77
115 000 000.00 240 633 579.28 355 633 579.28
20 362 415.00 9 008 979.44 29 371 394.44
6 843 413 741.84 73 754 689.78 6 917 168 431.62
10 846 237.86 344 110.11 11 190 347.97
4 399 112 552.91 73 410 579.67 4 472 523 132.58
8 556 382.47 32 849 332.55 41 405 715.02
8 351 354.68 32 849 332.55 41 200 687.23
127 326 430.17 1 400 820 433.55 1 528 146 863.72
17 393 343 907.54 6 625 168.42 17 399 969 075.96
51 572 552 539.71 2 386 319 713.49 53 958 872 253.20
II. Intangible fixed assets
III.  Tangible fixed assets
D. Computer hardware
IV. Financial fixed assets
B. Other financial fixed assets
1. Subscriptions and participations
2. Other securities
V. Long-term assets
B. Loans granted from borrowed funds
C. Other long term assets
VI. Stocks
VII. Short-term assets
A. Long term assets falling due in less than one year
2. Loans granted from borrowed funds
3. Other long term assets
B. Current assets
3. Non consolidated Community bodies
4. Sundry debtors
C. Other receivables 
1. Receivable from personnel
VIII. Cash investments
IX. Disposable assets
Total
ECSC
31.12.2002
plus adjustments
European Communities
31.12.2002 Adjusted 31.12.2002
Liabilities
(EUR)
17 017 150 640.67 607 670 761.32 17 624 821 401.99
8 682 526 637.61 67 752 039.62 8 750 278 677.23
0.00 67 752 039.62 67 752 039.62
8 275 052 504.67 281 918 721.70 8 556 971 266.37
0.00 281 918 721.70 281 918 721.70
59 571 498.39 258 000 000.00 317 571 498.39
0.00 258 000 000.00 258 000 000.00
22 434 703 135.72 674 741 254.62 23 109 444 390.34
2 686 179 688.07 471 885 847.68 3 158 065 535.75
1 338 678 708.69 471 885 847.68 1 810 564 556.37
1 347 500 979.38 0.00 1 347 500 979.38
9 434 519 075.25 632 021 849.87 10 066 540 925.12
225 228 007.01 241 050 249.45 466 278 256.46
3 467 490 712.21 2 500.00 3 467 493 212.21
5 725 315 534.34 390 193 995.86 6 115 509 530.20
38 535 782.52 640 585.22 39 176 367.74
16 412 388.90 – 2 770 372.14 13 642 016.76
823 390 974.08 392 323 782.78 1 215 714 756.86
16 484 821.69 775 104.56 17 259 926.25
51 572 552 539.71 2 386 319 713.49 53 958 872 253.20
I. Own  capital
A. Economic out turn for the year
4. Economic out turn of the ECSC in liquidation
B. Out turn carried over from previous financial years:
ECSC in liquidation
C. Reserves
3. Reserves of the ECSC in liquidation
II. Provisions for risks and charges
III. Long-term liabilities
A. Borrowing
B. Other long term liabilities
IV. Short-term liabilities
A. Long term liabilities falling due in less than one year
B. Other short term financial liabilities
C. Current liabilities
1. Member States and EFTA countries
2. Non consolidated Community bodies
4. Sundry creditors
D. Other liabilities 
Total
NB: The amounts previously shown as transitional accounts are included under the headings ‘Sundry debtors’ and ‘Sundry credi 
tors’ above.144
II. Intangible fixed assets
Intangible fixed assets are identifiable non 
monetary assets without physical substance.
To be entered on the assets side of the balance
sheet, they must be controlled by the institu 
tion and generate future economic benefits for
the European Communities.
Computer software developed within the in 
stitutions does not constitute an intangible
fixed asset, whereas a computer licence gov 
erned by an interinstitutional framework con 
tract for database management does, and so is
included here.
Depreciation of intangible fixed assets (com 
puter software) for the Publications Office is
spread over three years (33 %), the standard
practice for the Office’s software. The rate ap 
plied by the other institutions is 25 %.
The transfer between headings reflects a
transfer from tangible to intangible assets
made by the Committee of the Regions — this
is also reflected in the table for tangible fixed
assets.
Intangible fixed assets
(EUR)
Computer
software
A. Acquisition value
Previous year end 25 889 309.38
Changes during the year:
Acquisitions during the year 7 062 479.30
Disposals and withdrawals – 935 773.00
Transfers between headings 63 677.84
Other changes – 485 681.12
Year end 31 594 012.40
B. Depreciation and reduction in value
Previous year end 18 039 882.51
Changes during the year:
Recorded 5 964 144.60
Cancellations as a result of disposals 
and withdrawals – 930 954.00
Transfers between headings 15 919.47
Other changes – 401 041.49
Year end 22 687 951.09
Net book value (A – B) 8 906 061.31
III. Tangible fixed assets
A. Land and buildings
Commission: In the absence of historical data
on the costs of acquisition and the costs of an 
nual improvements before 1998 in the Joint
Research Centre (JRC), acquisition values are
based on a valuation conducted by an outside
firm at 31 December 1997. It has been possi 
ble to calculate the changes that occurred dur 
ing the period 1998–2003.
The method of depreciation is as follows:
1. For buildings that had been fully depreciat 
ed at 1 January 1998, a new depreciation
plan was fixed. They were revalued and de 
preciated over a period of 10 years up to
2007.
2. For buildings which had not been fully de 
preciated at 1 January 1998, depreciation
was calculated over their residual life hav 
ing due regard to the revalued amount at 1
January 1998.
This method of valuation and depreciation,
applied by Ispra in 2000, was used to value
land and buildings of the JRC at Geel at end 
2001.
In some countries the value of the land occu 
pied by delegations cannot be distinguished
from the value of the building.
In May 1998, Parliament invoked its purchase
option in respect of a complex in Brussels
(consisting of three buildings) for which the
final investment cost (not including land)
came to EUR 1 097 million. In two memoran 
da of understanding with the European Com 
munities dated 23 July 1998, Belgium made a
contribution to the purchase of the land, and
to the development and construction costs for
the third building. A clause stipulates that if
Parliament were to relocate, either the land
would be returned to the Belgian State for a
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payment of EUR 0.025, or the land and build 
ings would be put up for sale so that the mar 
ket value of the land could be paid to the Bel 
gian State. An adjustment has therefore been
made for the value of the land, which is now
entered in the balance sheet at EUR 0.025.
In December 2003, Parliament invoked its
purchase option for the Louise Weiss building
in Strasbourg and the purchase agreement was
signed in February 2004 (see E. ‘Finance
leases and similar entitlements’).
There was an increase in the amount relating
to the Parliament’s buildings in 2003 of EUR
60.4 million connected to the purchase of the
Konrad Adenauer building in Luxembourg.
The land is rented for the symbolic amount of
EUR 1 per year.
The Council building in Brussels was defini 
tively accepted as fully completed on 17 De 
cember 2003.
As regards the land of this building, the Coun 
cil’s General Secretariat based itself on Article
24 of Commission Regulation (EC) No
2909/2000, which lays down the principle that
there is no need to value a plot of land or a
building which has been transferred subject to
conditions precedent.
The transfer conditions are that should the
Council relocate, either:
— the land would be returned to the Belgian
State for a payment of EUR 0.025; or
— the land and buildings would be put up for
sale and the Communities undertake to pay
the Belgian State the market value of the
land.
B. C. D. Plant, machinery and
tools
Furniture and vehicles
Computer hardware
The depreciation figure recorded by the Press
and Communication DG in 2002 included
some of the adjustments for earlier years.
Shelving had been entered under ‘Furniture
and vehicles’, but in 2003 it was reclassified
as ‘Other tangible fixed assets’.
As in 2002, computer hardware acquired on
the Taxation and Customs Union DG budget,
used for specific purposes and located outside
Commission premises, appears under ‘Tangi 
ble fixed assets’. The net book value at 31 De 
cember 2003 is EUR 463 475 (at 31 Decem 
ber 2002: EUR 433 898).
Following the physical stocktaking already
carried out in the delegations, there is a cor 
rection under ‘Other changes’ for items ac 
quired before 2003 which had not been en 
tered in the inventories of the delegations
concerned at 31 December 2002.
For approximately 20 % of the delegations,
there is no information on tangible fixed as 
sets at 31 December 2003. An initiative has
been under way since January 2003 to im 
prove the quality and exhaustiveness of infor 
mation provided by delegations and this, as
well as a specific inventories project in 2004,
should help to resolve this problem in the fu 
ture. The total amount of tangible fixed assets
included for the delegations at 31 December
2003 is EUR 57.7 million.
E. Finance leases and similar
entitlements
The criterion for the classification of property
covered by leases as fixed assets is based on
the extent to which the risks and rewards inci 
dent to ownership of the leased asset lie with
the lessor or the lessee and depends on the146
transaction rather than the form of the con 
tract (1).
Assets covered by a finance lease which does
not transfer substantially the risks and rewards
incident to their ownership to the lessee and
assets covered by a lease of over five years
are entered in the off balance sheet commit 
ments annex to the financial statements.
A correction was made to the closing balance
at 31 December 2002 of certain Commission
buildings held under finance leases. This was
required as it had been observed that the
method of calculation of the outstanding lia 
bility relating to these leases had been incor 
rect. The result had been that the total finance
lease liability had been overstated at 31 De 
cember 2002 by EUR 188.6 million. This cor 
rection has been made to the results carried
forward from 2002.
As shown in the ‘Tangible fixed assets’ table
below, the acquisition value at year end is
EUR 2 052.9 million. The table concerning
charges still to be paid in respect of finance
leases and similar entitlements below gives
the details: the total is made up of 
EUR 1 970.3 million ‘Land and buildings’,
EUR 78.9 million ‘Plant, machinery and
tools’, EUR 0.2 million ‘Furniture and vehi 
cles’ and EUR 3.5 million ‘Computer hard 
ware’.
A new lease for a Commission building in
Brussels signed in 2003, with a discounted
value of minimum payments due of EUR 37.2
million, is included under this heading. The
contract was signed in February 2003 for 27
years, with a purchase option for the value of
EUR 1.
The Charlemagne case remains before the
courts. The dispute, which is with the previ 
ous owner of the Charlemagne building, re 
lates to the acceptance of the work carried
out. Because of this dispute, it has not been
possible to finalise the arrangements for tak 
ing up the purchase option contained in the
contract for the acquisition of the building.
There is therefore a risk, should the court’s
judgment not be in the Commission’s favour
or if complications arise in relations with the
previous owner, that the Commission will not
have the possibility of becoming owner of the
building at the end of the 27 year lease peri 
od, even though the annual payment covers
this possibility. The opportunity cost of this
eventuality is estimated to be EUR 8 million.
The main building occupied by the Publica 
tions Office is not included in the balance
sheet but in the ‘Off balance sheet commit 
ments — Contingent liabilities’ annex to the
financial statements. Although the Office has
two purchase options (in 2006 and in 2010)
with values based on the market value, it is
not considered that the risks and rewards inci 
dent to ownership of the asset are substantial 
ly transferred to the Office. The classification
will be reviewed in 2006, when the first pur 
chase option may be taken up.
In March 1994, the European Parliament
signed a long term leasing contract with a
purchase option for a complex in Strasbourg.
In accordance with Commission Regulation
(EC) No 2909/2000 of 29 December 2000 on
the accounting management of the European
Communities’ non financial fixed assets (OJ
L 336, 30.12.2000, p. 75), this complex has
been entered in the balance sheet as the risks
and rewards incident to ownership of the asset
are substantially transferred to the lessee. The
asset was valued on the date on which the
lease entered into force at the discounted
value of the minimum lease payments due. On
the balance sheet date, Parliament and the de 
veloper had not managed to agree on a final
cost for the complex. The value entered in the
balance sheet is an estimate of the cost. This
value was calculated in the light of the actual
payments made and payment forecasts based
on documents from banks and on a rate of dis 
count deriving either from the interest rate
charged by the banks or an estimate. (1) This heading is based on standard IPSAS 13 — Leases. 147
As stated above, the costs for the building and
the specific fittings of the complex in Stras 
bourg are estimates. According to the data
available in 2002, a distribution of values of
EUR 2.5 million was transferred from specific
fittings to the building. Up to 31 December
2001 an annual depreciation rate of 25 % was
applied to specific fittings; hence, the net
value of these fittings at 31 December 2001
was zero. On the basis of additional informa 
tion obtained, the depreciation of the specific
fittings was recalculated using the rates of 25,
12.5 and 10 % depending on the category of
equipment, and these were entered in the bal 
ance sheet at 31 December 2003 at a net value
of EUR 10 million.
As stated above, in December 2003 Parlia 
ment invoked its purchase option for the
Louise Weiss building in Strasbourg; howev 
er, since the purchase agreement was signed
in February 2004, the building remains under
this heading at 31 December 2003, although
with a reduction in value of EUR 10.8 million
to reflect the agreed purchase price.
On 15 November 1994, the Court of Justice
signed a lease/purchase contract with the Lux 
embourg Government for three annexes of the
Palais building. The Court will rent the build 
ings for the whole term of the agreement and
will be able to exercise the purchase option
once the selling price has been paid in full,
and no later than 31 December 2015. The sell 
ing price is determined by an independent ex 
pert.
These buildings have been entered on the as 
sets side of the balance sheet and the charges
to be paid, recorded on the liabilities side, are
estimated at EUR 32.57 million on the basis
of a valuation by the independent expert.
The European Economic and Social Commit 
tee (EESC) and the Committee of the Regions
(CoR) have entered the finance leasing con 
tracts for their Belliard and Montoyer build 
ings on the assets side of the balance sheet.
They are co financed on the following scale:
2001 ESC: 70 % CoR: 30 %
2002 ESC: 67.7 % CoR: 32.3 %
2003+ ESC: 67 % CoR: 33 %
There will be no depreciation on the Bel 
liard building until the work in progress is
accepted.
F. Other tangible fixed assets
The Council has an operational lease for a
building in Brussels. Alteration work on this
building in 2003 totalling EUR 3.8 million
was included under this heading at year end.
G. Fixed assets under
construction and advances
in respect of tangible fixed
assets
The Commission has paid an advance of EUR
8.2 million for the construction of the new of 
fices of the delegation in Abuja. This building
will be shared with other Member States and
their part of the advance already paid by the
Commission will be reimbursed.
On 26 March 2003, the signed a convention
for the construction of a building in Brussels
and the finance lease covering this building
— an advance of EUR 8.5 million was paid.
The Court of Auditors has entered EUR 18
million under this item for the funds required
for the planned extension of the building. The
bulk of the funds have been placed at the dis 
posal of the project manager by means of a
transfer to a bank account opened for this pur 
pose. The interest yielded by this account will
be recorded as budget revenue.148
The European Economic and Social Commit 
tee has paid an advance of EUR 26 million to
finance renovation of the Belliard building.
This figure is included with the fees provided
for in the finance lease contract mentioned in
E ‘Finance leases and similar entitlements’.
Tangible Fixed Assets under construction and advances paid
(EUR)
Land and Plant, machinery Furniture and Computer Finance leases and Other tangible Assets under 
buildings and tools vehicles hardware similar entitlements fixed assets construction and 
advances paid
A. Acquisition value
Previous year end 2 113 094 602.67 313 268 791.06 133 087 194.07 309 325 806.45 2 023 129 356.64 17 726 489.89 83 673 772.53
Changes during the year:
Acquisitions during the year 64 819 021.01 25 171 179.77 8 606 498.64 42 313 455.48 37 297 754.51 8 602 179.05 39 009 460.48
Disposals and withdrawals – 87 537.27 – 11 981 713.20 – 5 320 495.20 – 35 627 748.60 – 10 485.33 – 28 416.23 0.00
Transfers between headings 2 778 234.59 604 326.10 – 271 731.53 – 22 957.35 – 667 839.24 294 524.18 – 2 778 234.59
Other changes 0.00 3 814 586.90 3 673 280.41 4 558 502.58 – 6 823 585.73 – 351 977.52 0.00
Year end 2 180 604.321.00 330 877 170.63 139 774 746.39 320 547 058.56 2 052 925 200.85 26 242 799.37 119 904 998.42
B. Increases in value
Previous year end 57 124 663.00 0.00 0.00 0.00 0.00 0.00 0.00
Changes during the year: 
Recorded 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Cancellations 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Other changes 0.00 0.00 0.00 0.00 0.00 1 957 439.24 0.00
Year end 57 124 663.00 0.00 0.00 0.00 0.00 1 957 439.24 0.00
C. Depreciation and 
value adjustments
Previous year end 768 813 420.74 276 034 410.14 102 754 850.23 229 360 200.25 356 541 136.36 5 784 830.08
Changes during the year:
Recorded 95 740 856.98 21 702 223.92 9 197 801.94 49 485 392.44 61 829 233.70 2 538 413.23
Cancellations as a result 
of disposals and 
withdrawals – 52 522.36 – 11 140 339.40 – 4 702 124.30 – 35 022 883.58 – 10 485.33 – 28 416.23
Transfers between headings 0.00 614 179.76 – 260 371.99 64 333.31 – 706 906.68 272 846.13
Other changes 266 094.40 4 402 865.94 1 447 541.72 4 564 387.98 122 020.08 – 72 834.14
Year end 864 767 849.76 291 613 340.36 108 437 697.60 248 451 430.40 417 774 998.13 8 494 839.07
Net book value (A + B – C) 1 372 961 134.24 39 263 830.27 31 337 048.79 72 095 628.16 1 635 150 202.72 19 705 399.54 119 904 998.421
4
9
Charges still to be paid in respect of finance leases and similar entitlements are shown in long term liabilities in the balance sheet. They
break down as follows: (EUR)
Description Repayments  Repayments to be made Total value  Acquisition value  Asset value 
made (A) < 1 year > 1 year Total (B) (A+B) of work (C) (D = A + B + C)
Total at 31.12.2002 706 737 517.92 81 420 881.91 1 188 625 780.81 1 270 046 662.72 1 976 784 180.64 46 345 176.00 2 023 129 356.64
Correction – 188 635 397.84 – 53 293 383.59 241 928 781.43 188 635 397.84 0.00 0.00 0.00
Restated total at 31.12.2002 518 102 120.08 28 127 498.32 1 430 554 562.24 1 458 682 060.56 1 976 784 180.64 46 345 176.00 2 023 129 356.64
Land and buildings 464 843 113.58 93 649 347.00 1 365 309 325.73 1 458 958 672.73 1 923 801 786.31 46 480 930.50 1 970 282 716.81
Plant, machinery and tools 72 424 185.97 6 433 535.84 55 273.19 6 488 809.03 78 912 995.00 0.00 78 912 995.00
Furniture and vehicles 71 132.37 55 128.10 61 154.18 116 282.28 187 414.65 0.00 187 414.65
Computer hardware 2 513 517.99 738 654.80 289 901.60 1 028 556.40 3 542 074.39 0.00 3 542 074.39
Other tangible fixed assets 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Assets under construction 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Total at 31.12.2003 539 851 949.91 100 876 665.74 1 365 715 654.70 1 466 592 320.44 2 006 444 270.35 46 480 930.50 2 052 925 200.85150
IV. Financial fixed assets
This heading covers investments made with a
view to establishing permanent links and/or
seen as supporting the activities of the Euro 
pean Communities.
It also includes permanent guarantees and ad 
vances granted and the net assets of the Guar 
antee Fund. A distinction should be drawn be 
tween guarantees granted by the European
Communities to third parties and the Guaran 
tee Fund, which is designed to cover risks as 
sociated with loans granted to non member
countries.
A. Investments in related
organisations
European Bank for Reconstruction
and Development (EBRD)
subscription
The EBRD was given initial capital of EUR
10 billion, of which 3 % was subscribed by
the Communities. The proportion of this capi 
tal called up is 30 %.
On 15 April 1996, at their annual meeting, the
Bank’s governors decided to double the
amount of authorised capital. Under this deci 
sion, the Communities have subscribed for
30 000 additional shares with a face value of
EUR 10 000 each. This operation involves
called in shares and callable shares in the fol 
lowing proportions: 22.5 % of the subscribed
shares represent the number of called in
shares and the remainder will be callable
shares.
This item covers the full amount of the Com 
mission’s subscription (EUR 157.5 million) to
the EBRD’s capital which has been called up
and partially paid (EUR 130.5 million). Pay 
ments outstanding on the proportion of capital
called up of EUR 27 million are recorded
under short term liabilities (EUR 8.4 million)
and long term liabilities (EUR 18.6 million).
Payments outstanding on non called up capi 
tal amount to EUR 442.5 million and are
included as contingent liabilities in the off 
balance sheet commitments.
The 3 % shareholding in the EBRD is valued
at cost, as it represents a financial instrument
under IPSAS 15 and IAS 39.
European Investment Fund (EIF)
subscription
The EIF is the European Union’s financial in 
stitution specialising in risk capital and guar 
antees to SMEs.
Under the Council decision of 6 June 1994,
the European Communities, represented by
the Commission, subscribed for a total of
EUR 600 million to the EIF’s capital. This
represents 30 % of the EIF’s capital. The
Commission has paid all the called up capital,
which amounts to 20 %.
Under an agreement between the Commission
and the EIB signed in 2000, the European
Communities have a ‘put option’ on their
shares in the EIF. On 30 June 2005, the Com 
mission will be entitled to sell its shares at a
unit price of EUR 315 000, which is 57.5 %
above the purchase price.
Payments outstanding on non called up capi 
tal (80 %) amount to EUR 480 million.
The equity method is used to value the Com 
munities’ share in the EIF, in accordance with
IPSAS 7. Under the equity method, the share 
holding is initially recorded at cost and is then
adjusted to take into account changes subse 
quent to the investor’s acquisition of a share
of the net assets of the controlled entity. The
result of adjustments reflects the investor’s
share of the results of the controlled entity.
Under the equity method, the shareholding is
valued at 30 % of the EIF’s own capital. The151
EIF’s balance sheet for 2003 shows a total of
EUR 567.3 million of own capital, including
profits of EUR 19.7 million for the year. The
Communities’ share is 30 % of this amount
(EUR 170.2 million), of which EUR 5.9 mil 
lion concerns the result for 2003. A dividend
of EUR 2.25 million relating to the financial
year 2002 was received in 2003.
Galileo programme
For the implementation of the development
phase of the Galileo programme, a joint un 
dertaking, within the meaning of Article 171
of the EC Treaty, was set up by Council Regu 
lation (EC) No 876/2002 for a period of four
years (2002–06). The aim of this legal entity
is to ensure the unity of the administration and
the financial control of the Galileo pro 
gramme for its development, and to this end
to mobilise the funds assigned to that pro 
gramme. The founding members are the Euro 
pean Communities, represented by the Com 
mission, and the European Space Agency
(ESA). The Commission, through grants
given under the trans European networks’
(TENs) budget, makes available to the Galileo
undertaking the requested funds to co finance
the related activities of the development
phase.
The Communities have subscribed for EUR
520 million of the capital of this entity and at
31 December 2003 EUR 122.3 million had
been paid, with the balance, EUR 397.7 mil 
lion, uncalled. In the 2002 annual accounts,
the Communities’ initial investment of EUR
120 million in the project had been treated 
as an advance as the operations had not yet
started.
As with the EIF, the Communities share is ac 
counted for using the equity method of con 
solidation. For 2003, the Communities’ share
of the loss of the joint undertaking was EUR
49.1 million. Thus, the value of the invest 
ment at 31 December 2003 was EUR 73.2
million, this being the initial investment of
EUR 120 million plus interest earned on the
investment converted into capital (EUR 2.3
million) less the share of the loss.
B. Other financial fixed assets
B.1. Subscriptions and participa-
tions
This heading includes subscriptions and par 
ticipations purchased to help beneficiaries de 
velop their business activities.
• ECIP programme
This heading covers the Communities’ contri 
butions to the provision of equity and subordi 
nated loan capital for joint ventures set up
under the European Community Investment
Partners (ECIP) programme. The ECIP pro 
gramme was halted early, the only extension
being its winding up. The programme cannot
be definitively wound up until the last joint
venture has been completed. Most of the oper 
ations have already been wound up, recovered
or converted into definitive grants and work
on the remaining open files is ongoing.
As part of this review of open files, it has
been observed that many of the amounts pre 
viously shown as participations do not fully
meet the criteria to be treated as such. In most
cases, the amounts forwarded to beneficiaries
were, in fact, interest free advances. Thus, in
2003, EUR 18.1 million of amounts that had
been previously classed under this heading in
2002 was transferred to budgetary loans (see
note V.A of ‘Assets’). and a further EUR 3.1
million reclassified under the heading ‘Sundry
debtors’ (see note VII.B.4 of ‘Assets’). For
the remaining investments, it has proved ex 
tremely difficult to calculate reliably the real
value of ECIP equity contributions, and, in
accordance with the principle of prudence, a
100 % write down has been applied.152
• Eurotech capital, Venture consort and JOP
The purpose of the ‘Eurotech capital’ instru 
ment is to encourage the private funding of
trans national high technology projects devel 
oped by small and medium sized undertak 
ings through a network of risk capital in 
vestors. It covers payments made since 1990
in the form of pre financing repayable under
certain circumstances when contracts run out.
The Communities’ contributions do not con 
stitute equity stakes in the relevant venture
capital companies. Rather they represent a
fixed proportion of certain investments of
these venture capital companies in third com 
panies. These contributions are reimbursable
according to conditions specified in the con 
tracts between the Communities and these
venture capital companies. Amounts that are
held by the venture capital companies (EUR
2.3 million) are shown under ‘Sundry debtors’
(see note VII.B.4 of ‘Assets’).
The purpose of the ‘Venture consort’ instru 
ment is to promote the transnational syndica 
tion of risk capital operators in small and
Related organisations
EBRD EIF Galileo Total ECIP
related
organisations
A. Acquisition value
Previous year end 600 000 000.00 600 000 000.00 0.00 1 200 000 000.00 22 879 226.68
Changes during the year:
Acquisitions during the year 520 000 000.00 520 000 000.00
Disposals and withdrawals
Transfers between balance sheet headings – 21 209 226.68
Year-end  600 000 000.00 600 000 000.00 520 000 000.00 1 720 000 000.00 1 670 000.00
B. Increase in value
Previous year end 0.00 46 511 899.20 0.00 46 511 899.20
Changes during the year: 
Recorded (equity method) 0.00 3 671 309.70 0.00 3 671 309.70
Cancellations
Transfers between balance sheet headings
Year-end 0.00 50 183 208.90 0.00 50 183 208.90 0.00
C. Reduction in value
Previous year end 0.00 0.00 0.00 0.00 22 879 226.68
Changes during the year:
Recorded 0.00 0.00 49 108 656.38 49 108 656.38
Cancellations as a result of 
disposals and withdrawals
Transfers between balance sheet headings – 21 209 226.68
Year-end  0.00 0.00 49 108 656.38 49 108 656.38 1 670 000.00
D. Amounts not called up
Year-end 442 500 000.00 480 000 000.00 397 705 310.03 1 320 205 310.03 0.00
Net book value (A + B – C – D) 157 500 000.00 170 183 208.90 73 186 033.59 400 869 242.49 0.00
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medium sized enterprises (SMEs). It covers
contributions since 1985 for investments in
small and medium sized enterprises engaging
in innovatory projects.
The purpose of the Phare–Tacis joint venture
programme (JOP) is to foster the creation and
development of joint ventures in the countries
of central and eastern Europe and former
Soviet States.
Since all three are risk capital operations, it is
very difficult to assess the real present value
of the contributions. In accordance with the
principle of prudence, a 100 % write down
has been made for the value of these contribu 
tions, which are therefore entered in the bal 
ance sheet at zero.
• Other financial instruments
The ‘SME finance facility/SME financing
mechanism’ under the trusteeship of the
EBRD is designed to encourage investment
funds to grow and to retain over the long term
the capital investments they make in SMEs in
Non related organisations
Venture consort SME finance Growth and MAP equity Eurotunnel Total         
JOP, Eurotech  facility employment non related 
capital organisations
16 784 628.00 1 906 250.00 51 352 778.07 860 000.00 40 950 784.14 134 733 666.89
587 500.00 10 161.761.19 2 105 000.00 12 854 261.19
– 1 830 307.00 – 164 416.95 – 222 026.00 – 2 216 749.95
– 2 259 840.00 – 23 469 066.68
12 694 481.00 2 493 750.00 61 350 122.31 2 965 000.00 40 728 758.14 121 902 111.45
0.00 0.00 0.00 0.00 0.00 0.00
16 784 628.00 333 000.00 11 740 217.10 0.00 22 182 738.00 73 919 809.78
12 115 649.70 300 417.60 2 797 595.00 15 213 662.30
– 1 830 307.00 – 1 830 307.00
– 2 259 840.00 – 23 469 066.68
12 694 481.00 333 000.00 23 855 866.80 300 417.60 24 980 333.00 63 834 098.40
0.00 0.00 0.00 0.00 0.00 0.00
0.00 2 160 750.00 37 494 255.51 2 664 582.40 15 748 425.14 58 068 013.05154
Net book value Changes Net book value
Description at during year at
31.12.2002 31.12.2003
(A) (B) (C)=(A)+(B)
Guarantees and advances granted 5 935 691.60 19 254.61 5 954 946.21
Guarantee Fund 1 645 554 371.71 – 53 426 471.79 1 592 127 899.92
Total 1 651 490 063.31 – 53 407 217.18 1 598 082 846.13
(EUR)
the Phare candidate countries. The pro 
gramme is financed jointly by the Commis 
sion, the EBRD, the Council of Europe De 
velopment Bank (CEB), in association with
the Kreditanstalt f r Wiederaufbau (KfW) and
the European Investment Bank (EIB).
The ‘Growth and employment — ETF start 
up facility’ (1998–2000 programme) and the
‘MAP equity — ETF start up facility’
(2001–05 programme), under the trusteeship
of the EIF, support the creation and financing
of SMEs in the start up phase by investing in
suitable specialised venture capital funds.
The participation in Eurotunnel is held by the
ECSC in liquidation.
B.2. Other securities
This heading comprises two GBP commercial
papers issued by the EIB and held by the
ECSC in liquidation to hedge the payments to
be made on GBP borrowings of the same
amounts. The papers have settlement dates of
2017 and 2019 respectively.
B.3. Guarantees and advances
granted
This heading covers fixed assets such as de 
posits and guarantees paid, permanent ad 
vances for building charges and the Guarantee
Fund.
Guarantee Fund
Council Regulation (EC, Euratom) No
2728/94 of 31 October 1994 set up a Guaran 
tee Fund for external actions to repay the
Communities’ creditors in the event of default
by beneficiaries of loans granted or guaran 
teed by the Communities.
This facility covers loans guaranteed by the
Communities as a result of a Council deci 
sion, in particular EIB lending operations out 
side the European Union and loans under
macrofinancial assistance (MTA loans) and
Euratom financial assistance outside the Euro 
pean Union.
In accordance with Article 6 of the regulation,
the Commission entrusted financial manage 
ment of the Fund to the European Investment
Bank (EIB) under an agreement signed be 
tween the Communities and the EIB on 23
November 1994 in Brussels and on 25 No 
vember 1994 in Luxembourg.
Regulation (EC, Euratom) No 2728/94 on the
Guarantee Fund, as amended by Council Reg 
ulation (EC, Euratom) No 1149/1999 of 25
May 1999 states that with effect from 1 Janu 
ary 2000 the Fund is endowed by payments
from the general budget equivalent to 9 % of
the capital value of the operations. The same
regulation sets the target amount at 9 %. In
accordance with the regulation, ‘if, at the end
of a year, the target amount is exceeded, the
surplus shall be paid back to a special heading
in the statement of revenue in the general bud 
get of the European Communities’.155
The interinstitutional agreement of 6 May
1999 on budgetary discipline and improve 
ment of the budgetary procedure provided that
the general budget of the European Communi 
ties should include a guarantee reserve to
cover loans to non member countries. This re 
serve is intended to cover the requirements of
the Guarantee Fund and, where necessary, ac 
tivated guarantees exceeding the amount
available in the Fund, so that these amounts
may be charged to the budget.
The Fund is endowed by payments from the
Communities’ budget, the proceeds from in 
terest on investments made from the Fund’s
assets, and sums recovered from defaulting
debtors for whom the Fund has had to activate
its guarantee.
The entry on the assets side of the Commis 
sion’s balance sheet of EUR 1 592 million
(2002: EUR 1 645 million) represents the
Fund’s net assets at 31 December 2003. This
amount comprises the repayable surplus in ex 
cess of the target amount at 31 December
2003, being EUR 223 million (2002: EUR
263 million).
Since the Fund may be called on to cover de 
faulting debtors at any time, a provision has
been created for risks and liabilities in line
with the principle of prudence. This provision
of EUR 1 369 million (2002: EUR 1 382 mil 
lion) corresponds to the target amount (1) for
the Guarantee Fund calculated on the basis of
the amount outstanding at 31 December 2003.
The difference between the amount of the
Fund shown on the assets side and the amount
of the provision corresponds to the surplus to
be repaid to the budget (EUR 223 million); it
is entered under ‘Own capital’.
V. Long-term assets
This heading covers amounts owed to the Eu 
ropean Communities and maturing in over
one year.
A. Loans granted from 
the budget
This item principally covers risk capital loans
on special terms granted as part of coopera 
tion with non member countries (2). It also
covers loans granted under the ECIP pro 
gramme to promote the setting up of invest 
ment joint ventures in Asia, Latin America,
the Mediterranean region and South Africa.
The ECIP programme was halted early, the only
extension being its winding up. The programme
cannot be definitively wound up until the last
joint venture has been completed. Most of the
operations have already been wound up, recov 
ered or converted into definitive grants and
work on the remaining open files is ongoing.
Due > 1 year Due < 1 year Outstanding at 
31.12.2003
A. Loans granted from the budget 
Loans with special conditions 322 078 707.58 16 061 395.92 338 140 103.50
Risk capital operations 222 352 902.18 396 433.75 222 749 335.93
ECIP loans 0.00 0.00 0.00
Loans for migrant workers 11 008.86 13 592.76 24 601.62
MEDIA loans 0.00 880 285.00 880 285.00
Total   544 442 618.62 17 351 707.43 561 794 326.05
Split of long-term and short-term loans (EUR)
(2)  Including EUR 3.3 million granted to Greece before it
joined the EU.
(1) The target amount corresponds to 9 % of the amount out 
standing.156
As part of this review of files, it has been ob 
served that many of the amounts previously
shown as loans do not fully meet the criteria to
be treated as such. In most cases, the amounts
forwarded to beneficiaries were in fact interest 
free advances. Thus, in 2003, EUR 67.6 million
of amounts that had been previously classed
under this heading in 2002 was transferred to
the heading ‘Sundry debtors’ (see note VII.B.4
of ‘Assets’). Similarly, EUR 18.1 million of
amounts previously classed as investments is
now shown under this heading.
It has proved extremely difficult to calculate
the real value, i.e. the recoverability, of these
ECIP loans before the review is complete and
so, in accordance with the principle of pru 
dence, a 100 % write down has been applied.
Also included here in 2002 were amounts
granted under the MEDIA I, MEDIA II and
MEDIA Plus (third phase of the MEDIA pro 
gramme) programmes for measures to promote
the development of the audiovisual industry.
Following a legal and financial review of
MEDIAprogrammes, for amounts of EUR 26.7
million relating to MEDIA I, it was considered
that these do not fully meet the criteria to be
treated as loans as the contracts stipulate that re 
payments depend on the always uncertain suc 
cess of the projects. Therefore, an adjustment
has been made for these loans which have been
written off and thus removed from this heading.
Similarly, for MEDIA II and MEDIA Plus, it
has become apparent that EUR 50 million (with
a value write down of EUR 34.2 million) of the
amounts concerned does not meet the criteria to
be classed as loans, and so is shown under
‘Sundry debtors’ (see note VII.B.4 of ‘Assets’).
A further EUR 22.4 million concerning recov 
ery orders raised was also transferred to
‘Sundry debtors’.
Loans for migrant workers are also included
under this heading.
Changes in the volume of loans granted by the European Communities
Balance at New loans Repayments Write off Changes in
31.12.2002 (B) (C) transfers exchange rates
(A) (D) (E)
A. Loans granted 
from the budget
Loans with special conditions 353 932 013.61 0.00 15 791 910.11 0.00 0.00
Risk capital operations (1) 202 047 447.69 26 332 225.70 4 400 871.78 803 221.64 0.00
ECIP loans (2) 67 604 196.21 0.00 0.00 49 527 399.77 0.00
Loans for migrant workers 38 059.46 0.00 13 457.84 0.00 0.00
MEDIA I, MEDIA II and 
MEDIA Plus loans (2) (3) 109 299 301.39 0.00 9 266 592.01 99 152 424.38 0.00
Subtotal 732 921 018.36 26 332 225.70 29 472 831.74 149 483 045.79 0.00
B. Loans  granted 
from borrowed funds
Financial assistance (MTA) 1 361 000 000.00 118 000 000.00 123 000 000.00 0.00 0.00
Balance of payments  0.00 0.00 0.00 0.00 0.00
NCI  68 599 344.04 0.00 47 022 539.98 0.00 – 5 260 118.48
Euratom  80 000 000.00 25 000 000.00 0.00 0.00 0.00
ECSC in liquidation 616 416 606.18 0.00 246 898 003.12 0.00 – 26 845 686.32
Subtotal 2 126 015 950.22 143 000 000.00 416 920 543.10 0.00 – 32 105 804.80
Total 2 858 936 968.58 169 332 225.70 446 393 374.84 149 483 045.79 – 32 105 804.80
(1) The write off corresponds to commissions that the borrower does not have to repay.
(2) In light of ongoing reviews of open files certain amounts have been transferred to ‘Sundry debtors’ to better reflect their nature.
(3) The reimbursement figure for MEDIA loans is the result of all operations made during the year.157
B. Loans granted from
borrowed funds
Under the EC Treaty, the Council, acting unani 
mously, has the power to adopt guarantee or
borrowing programmes if it considers this nec 
essary to attain the objectives of the Communi 
ties. Communities’ borrowings are direct com 
mitments by the Communities themselves and
not by any individual Member State.
Under an agreement with the EIB, the latter
bear the risks of the NCI treasury instrument.
Balance at Reduction in Changes during Reduction in Net value at
31.12.2003 value at the year value at 31.12.2003
(F)=(A)+(B) 31.12.2002 (H) 31.12.2003 (J)=(F)–(I)
–(C)–(D)+(E) (G) (I)=(G)+(H)
338 140 103.50 0.00 0.00 0.00 338 140 103.50
223 175 579.97 413 085.28 13 158.76 426 244.04 222 749 335.93
18 076 796.44 67 604 196.21 – 49 527 399.77 18 076 796.44 0.00
24 601.62 0.00 0.00 0.00 24 601.62
880 285.00 10 022 428.40 – 10 022 428.40 0.00 880 285.00
580 297 366.53 78 039 709.89 – 59 536 669.41 18 503 040.48 561 794 326.05
1 356 000 000.00 0.00 0.00 0.00 1 356 000 000.00
0.00 0.00 0.00 0.00 0.00
16 316 685.58 0.00 0.00 0.00 16 316 685.58
105 000 000.00 0.00 0.00 0.00 105 000 000.00
342 672 916.74 24 539 291.42 – 3 828 312.75 20 710 978.67 321 961 938.07
1 819 989 602.32 24 539 291.42 – 3 828 312.75 20 710 978.67 1 799 278 623.65
2 400 286 968.85 102 579 001.31 – 63 364 982.16 39 214 019.15 2 361 072 949.70
Due > 1 year Due < 1 year Outstanding at 
31.12.2003
Loans granted from borrowed funds
Financial assistance (MTA) 1 211 000 000.00 145 000 000.00 1 356 000 000.00
Balance of payments 0.00 0.00 0.00
NCI 0.00 16 316 685.58 16 316 685.58
Euratom 105 000 000.00 0.00 105 000 000.00
ECSC in liquidation 319 965 872.17 1 996 065.90 321 961 938.07
Total   1 635 965 872.17 163 312 751.48 1 799 278 623.65
Split of long-term and short-term loans (EUR)158
C. Other long-term assets
1. Communities’ pensions
Under Article 83 of the Staff Regulations,
benefits paid under the pension scheme are
charged to the budget of the Communities
(Chapter A 19 (‘Pensions and severance
grants’) covering all the institutions). Officials
contribute one third towards the long term fi 
nancing of the scheme by means of a compul 
sory levy set at 9.25 % of the basic salary.
Member States jointly guarantee payment of
such benefits in accordance with the scale laid
down for financing such expenditure (first
subparagraph of paragraph 1). For this reason,
a receivable from the Member States is shown
on the balance sheet. Due to a new actuarial
valuation of the scheme at 31 December 2003,
the receivable has risen to EUR 21.9 billion
(from EUR 19.5 billion in 2002) to reflect the
increase in the scheme’s estimated liabilities.
Such a valuation is made every five years.
Thus, the method applied in 2003 to account
for Communities’ pensions is the same as in
2002: a provision on the liabilities side to
cover the debt, and an entry on the assets side
to reflect the undertaking given by Member
States to the Communities to pay Communi 
ties’ pensions. Under the plan for the mod 
ernisation of the accounting system, the
method to be applied will be adopted by the
Commission’s accounting officer after obtain 
ing the opinions of the accounting officers of
the other institutions and the Accounting Stan 
dards Committee.
2. Other amounts
This is primarily the financial contribution by
the Belgian State to the purchase and fitting 
out of the D3 building for the Parliament,
which came to EUR 176 million and is to be
paid over 10 years ending in 2008. At year 
end, EUR 80.8 million is due over more than
than one year (2002: EUR 98.6 million),
while a further EUR 20.7 million (2002: EUR
20.4 million) falls due within one year.
VI. Stocks
The stock of vaccines and antigens held at the
Food and Veterinary Office of the Health and
Consumer Protection DG has a net book value
of EUR 6.9 million. It was valued in accor 
dance with the implementing rules for the
Commission’s accounting and consolidation
manual (valuation at most recent acquisition
price) and incorporated into the balance sheet
for the first time in 2002.
Apart from the above, the heading mainly
covers the scientific and technical equipment
of the Joint Research Centre. The fissile mate 
rials at Petten were valued at EUR 3.2 million
(2002: EUR 2.08 million) using the purchase
Due > 1 year Due < 1 year Outstanding at 
31.12.2003
Amounts owed by Member States:
Pension scheme 21 900 000 000.00 0.00 21 900 000 000.00
Other amounts 167 462 305.60 28 755 526.69 196 217 832.29
Total   22 067 462 305.60 28 755 526.69 22 096 217 832.29
Split of other long-term and short-term assets (receivables) (EUR)159
(EUR)
Description Acquisition  Value  Net book value  Net book value 
value reduction at 31.12.2003 at 31.12.2002
A. Office supplies and other consumables
Office supplies 6 604 613.87 44 291.12 6 560 322.75 3 062 338.03
Other consumables 5 596 627.90 202 611.24 5 394 016.66 5 448 882.33
Building maintenance equipment 5 592 357.25 0.00 5 592 357.25 5 577 110.42
Subtotal 17 793 599.02 246 902.36 17 546 696.66 14 088 330.78
B. Scientific equipment
Scientific reference equipment 63 626 846.98 23 963 072.85 39 663 774.13 41 477 791.87
Fissile material 32 413 948.01 17 827 588.89 14 586 359.12 13 916 360.18
Heavy water 14 923.00 0.00 14 923.00 14 923.00
Other scientific equipment 6 857 590.00 0.00 6 857 590.00 6 504 850.00
Subtotal 102 913 307.99 41 790 661.74 61 122 646.25 61 913 925.05
Total 120 706 907.01 42 037 564.10 78 669 342.91 76 002 255.83
price, since they are consumed on a regular
basis. Write downs totalling EUR 41.8 mil 
lion (2002: EUR 35.97 million) were made in
respect of the Joint Research Centre in Geel in
accordance with the rules in the Commis 
sion’s accounting and consolidation manual.
The stock of publications held by the Publica 
tions Office is valued at zero following an
analysis made in 2001. This relates to publica 
tions stock held and/or managed by the Office
for which a charge is made (paying stock).
Publications to be distributed free of charge
are not taken into account.
VII. Short-term assets
A. Long-term assets falling due
in less than one year
These amounts represent the portion of the
long term assets (receivables) that fall due
during the following 12 months (see tables
above for more details).
B. Current assets
B.1. Advances paid to Member
States
This amount represents an advance of EUR
4.9 million (2002: EUR 355 million) paid to
various Member States’ authorities in connec 
tion with the costs of the eradication of foot 
and mouth disease and other animal diseases
(see also point 8 of ‘Off balance sheet com 
mitments — Contingent liabilities’.
B.2. Amounts owed by Member
States
(a) EAGGF Guarantee receivables: This item
covers the following:
— The amounts owed by beneficiaries of
EAGGF Guarantee assistance (EUR
1 937.6 million) as declared and certi 
fied by the Member States (15 October
2003) and entered in the debtors’ledger
at the end of the year in accordance
with Regulation (EC) No 2761/1999
less 20 % of the amount that the Mem 
ber States are allowed to retain as ad 
ministrative costs. The amounts shown160
for 2002 do not include the 20 % re 
duction for administrative costs. The
Member States are not required to
make the amounts available to the
Commission unless they are recovered.
The above figure does not include the
EUR 64.5 million (2002: EUR 43.3
million) declared by the Member States
as irrecoverable. This amount repre 
sents claims which paying agencies
have had to abandon or are statutorily
unable to recover.
In accordance with the principle of pru 
dence, the European Communities must
estimate and record the part of the
EAGGF Guarantee that is unlikely to be
recovered. The declared estimate of the
write down is EUR 1 031.7 million (as
estimated by the Member States), which
accounts for 53.2 % of the total amount
to be recovered at 31 December 2003
(45.7 % at 31 December 2002). The
Commission relies on the estimates of
the Member States based on the assump 
tion that the paying agencies are in a
better position to assess the amounts
likely to be recovered. The findings of
the certifying bodies concerning man 
agement of amounts owed are handled
Amounts owed by Member States (million EUR)
Balance at  Balance at 
31.12.2003 31.12.2002
A. EAGGF-Guarantee receivables
EAGGF Guarantee receivables 1 937.56 2 376.07
Value correction – 1 031.65 – 1 085.74
Clearance of accounts — 59.65
Subtotal   905.91 1 349.98
B. VAT paid by institutions and recoverable from Member States
VAT to be recovered 43.06 38.46
Value correction – 1.46 – 1.32
Subtotal   41.60 37.14
C. Own resources
Own resources established in the A account, as laid down in 
Article 6(3) of Council Regulation(EC, Euratom) No 1150/2000, 
and pending recovery 57.57 51.48
Own resources established in the separate account, as laid down in 
Article 6(3) of Council Regulation (EC, Euratom) No 1150/2000, 
and pending recovery 1 773.21 1 740.91
Value correction – 878.73 – 1 136.21
Own resources to be regularised 396.11 4.65
Subtotal   1 348.16 660.83
D. Other receivables from Member States
Late interest 6.46 12.72
National pensions (subrogations) 0.05 0.05
Other 11.65 17.74
Subtotal   18.16 30.51
Total   2 313.83 2 078.46161
under the 2003 clearance procedure, in 
cluding any proposal for the application
of financial corrections. The fact that
this adjustment is entered in the ac 
counts does not mean that the Commis 
sion is waiving future recovery of the
amounts covered by the write down.
— A receivable of EUR 59.6 million at 31
December 2002 in respect of a monthly
advance paid to Finland which was set 
tled with the payments of advances for
2003 (for EUR 2.4 million) and of the
amounts owed following the clearance
of the accounts (for EUR 57.2 million).
Such a situation did not occur at 31 De 
cember 2003.
(b) VAT paid by institutions and recoverable
from the Member States: This item covers
the amounts due in respect of taxes paid
by the institutions and recoverable from
the Member States (EUR 43.1 million). A
specific write down of EUR 1.5 million
has been calculated.
(c) Own resources: The separate account con 
tains traditional own resources of EUR
2 364.3 million less collection costs of
EUR 591.1 million, giving EUR 1 773.2
million which, under Article 6(3)(b) of
Regulation (EC, Euratom) No 1150/2000,
have been established by the Member
States but not made available to the Com 
munities as they have not yet been recov 
ered or guaranteed, or because they have
been challenged. Each Member State
sends the Commission a quarterly state 
ment of these accounts, with the following
particulars for each type of resource:
— the previous quarter’s outstanding bal 
ance;
— the amounts recovered during the quar 
ter in question;
—  rectifications of the base (correc 
tions/cancellations) during the quarter
in question;
— amounts written off;
— balance to be recovered at the end of
the quarter in question.
When the traditional own resources from
the separate account are recovered, they
must be entered in the Commission’s ac 
count with the Treasury or the body ap 
pointed at the latest on the first working
day following the 19th day of the second
month following the month during which
the entitlement was recovered.
The figure of EUR 1 773.2 million overes 
timates the Communities’ actual entitle 
ments since the separate account for tradi 
tional own resources largely consists of
amounts where actual recovery is rather
hit or miss.
It is, however, extremely difficult to make
an exact calculation of the impact of this
overestimate. The information available
on the potential recovery of these receiv 
ables is rather scarce and patchy, as the
current rules do not allow the Commission
to get hold of the information needed to
calculate a value adjustment more accu 
rately. This is why the figure worked out
for the provision should be seen as a best
estimate.
Despite this, in accordance with the prin 
ciple of prudence, a write down of EUR
878.7 million has been estimated on the
basis of previous years’ recovery statistics
(EUR 835.8 million) and individual exam 
ination of certain cases (EUR 42.9 mil 
lion). This write down has been deducted
from the item for receivables from Mem 
ber States on the assets side of the balance
sheet, but does not mean that the Commis 
sion is waiving recovery of the amounts
covered by the value adjustment.
The calculation method used to arrive at
this figure is, therefore, based on a combi 
nation of two factors:162
—  The first involves a theoretical recov 
ery probability coefficient arrived at by
comparing the booked entitlements re 
covered over the previous five years
with the figure for entitlements estab 
lished during the same period. The co 
efficient is applied to the total entitle 
ments balance at 31 December, minus
the amount corresponding to the cases
examined individually.
The Commission works on the assump 
tion that this ratio, calculated on the
basis of the amounts actually recovered
in the past, is representative of the like 
lihood of recovering amounts remain 
ing in the balance of the separate ac 
count (minus the amounts in respect of
the examined cases on which the Com 
mission has individual information).
— The second factor is the individual ex 
amination of certain cases. This ap 
proach cannot be entirely objective
since it involves assessing outstanding
amounts for which recovery crucially
depends on the outcome of the appeal
and the debtor’s future solvency. More 
over, even where recovery looks very
unlikely, if not virtually impossible,
this does not necessarily mean that the
amounts in question are lost to the
Communities’ budget as traditional
own resources. This is because non re 
covered entitlements are lost only if the
Member State has exhausted all the av 
enues it is required to pursue in order
to secure recovery. Where the Member
State fails to do this, it is held finan 
cially liable and required to pay the
amount into the Communities’ budget
in accordance with Article 17(2) of
Regulation (EC, Euratom) No
1150/2000.
Member State Agricultural duties Sugar and isoglucose Customs duties Total traditional
levies own resources still to be 
recovered
Belgium 0 0 4 131 101 4 131 101
Denmark 0 0 6 741 348 6 741 348
Germany 0 0 19 629 669 19 629 669
Greece 7 388 0 0 7 388
Spain 0 0 95 819 95 819
France 0 0 456 975 456 975
Ireland 0 0 100 693 100 693
Italy 0 0 14 825 675 14 825 675
Luxembourg 0 0 0 0
Netherlands 0 0 10 015 091 10 015 091
Austria 0 0 0 0
Portugal 0 0 1 429 942 1 429 942
Finland 0 0 0 0
Sweden 0 0 98 532 98 532
United Kingdom 0 0 5 707 5 707
EU-15 7 388 0 57 530 552 57 537 940
A account: own resources established and still to be recovered 
at end-2003 (EUR)
The breakdown by Member State of A account and separate account receivables in respect of
own resources is as follows:163
Council Decision 2000/597/EC, Euratom
of 29 September 2000 on the system of the
European Communities’ own resources al 
lows Member States to withhold 25 % of
traditional own resources to cover the
costs of collection.
The large increase in own resources to be
regularised relates to amounts due from
Sweden and Portugal at 31 December
2003 but not received until January 2004.
(d) Other receivables from Member States: In
2003 the amount principally comprised
late payment interest of EUR 6.5 million
and structural operation receivables of
EUR 11.7 million.
Member State Agricultural duties Sugar and isoglucose Customs duties Total traditional
levies own resources still to be 
recovered
Belgium 27 678 567 0 93 565 272 121 243 839
Denmark 1 797 945 0 4 632 899 6 460 844
Germany 95 839 765 42 294 278 319 626 336 457 730 379
Greece 19 007 068 0 15 562 862 34 569 930
Spain 8 578 051 0 72 561 148 81 139 199
France 10 055 068 250 036 100 552 748 110 857 852 
Ireland 66 174 0 2 282 757 2 348 931
Italy 215 252 199 0 151 723 420 366 975 619
Luxembourg 0 0 777 858 777 858
Netherlands 16 115 383 2 534 592 58 523 045 77 173 020
Austria 9 001 157 0 58 395 481 67 396 638
Portugal 8 060 121 0 22 920 225 30 980 346
Finland 77 725 0 4 151 566 4 229 291
Sweden 1 522 474 0 4 209 729 5 732 203
United Kingdom 13 085 190 0 392 512 605 405 597 795
EU-15 426 136 887 45 078 906 1 301 997 951 1 773 213 744
Separate account: own resources established and still to be recovered
at end-2003 (EUR)
The differences between the 2002 and 2003 amounts are as follows:
Separate account entitlements (million EUR)
31.12.2003 31.12.2002
Entitlements declared excluding collection costs 1 773.2 1 740.9
Cases examined individually 71.5 481.5
Cases not examined individually 1 701.7 1 259.4
Write downs 878.7 1 136.2
Cases examined individually 42.9 438.7
Cases not examined individually 835.8 697.5
Net value of separate account entitlements 894.5 604.7164
B.3. Amounts owed by 
non-consolidated Community
bodies
This heading contains various amounts owed
to the European Communities by Community
bodies not covered by the scope of consolida 
tion, for which the institutions pay certain ex 
penditure, which will subsequently be repaid,
totalling EUR 29.3 million (2002: EUR 11.2
million).
B.4. Sundry debtors
This item covers receivables arising from the
activities of the European Communities.
1.  Unpaid fines imposed by the Commission
for infringements of competition rules of
EUR 1 724.3 million (2002: EUR 2 263.7
million).
The changes in the figures for outstanding fines and the write downs are as follows: 
Fines outstanding (million EUR)
31.12.2002 2003 31.12.2003
Fine receivables Fines Cancellations Amounts Movements Fine
imposed 2003 (a) fine receivables definitively amounts  receivables
collected 2002   provisionally
collected (f) = (a) + (b)
(a) (a) (c) (d) (e) – (c) – (d) – (e)
2 283.6 430.3 – 280.3 – 151.6 – 471.0 1 811.0
Fines outstanding: write-downs
(million EUR)
At 31.12.2003 At 31.12.2002
Gross receivables 1 811.0 2 283.6
Write downs – 86.7 – 20.0
Net receivables 1 724.3 2 263.6
After the decision to impose a fine, the
debtors have two months from the date of
notification:
— either to accept the decision, in which case
they must pay the fine within the time
limit laid down and the amount is defini 
tively collected by the Commission;
— or not to accept the decision, in which
case they lodge an appeal under Commu 
nity law. However, the principal of the
fine must be paid within the time limit laid
down as the appeal does not have suspen 
sory effect (Article 242 of the EC Treaty).
In such cases, debtors have two options:
they can present a bank guarantee or pay
the fine provisionally.
In respect of imposed fines outstanding at
31 December 2003, a total of EUR 1 607.9
million was collected provisionally. These
payments are applied against the related
receivable and included under ‘Disposable
assets’, but EUR 1 373 million of the
amount relating to cases where an appeal
is made or it is not known if an appeal will
be made is also treated as contingent lia 
bilities (1), since the case is still pending
the final judgment. In addition, at 31 De 
cember 2003, bank guarantees had been
presented for a total of EUR 1 156.8 mil 
lion. These guarantees do not affect the
amount of receivables on the assets side of
the balance sheet, but are entered in the
(1) See point 11 of ‘Off balance sheet commitments — Contin 
gent liabilities’.165
Sundry debtors (million EUR)
Balance at  Balance at 
31.12.2003 31.12.2002
1. Unpaid  fines
Amounts outstanding 1 811.04 2 283.65
Value reduction – 86.74 – 19.96
Subtotal   1 724.30 2 263.69
2. Financial  intermediaries
Amounts held by financial intermediaries 1 008.60 1 089.86
Value reduction 0.00 0.00
Subtotal   1 008.60 1 089.86
3.  Amounts held in trust accounts
Amounts held in trust accounts 300.87 201.27
Value reduction – 0.08 – 0.92
Subtotal   300.79 200.35
4.  EFTA financial mechanism
Amount to be returned to the Commission 44.55 61.65
Value reduction 0.00 0.00
Subtotal   44.55 61.65
5. Galileo programme
Advances given 0.00 120.00
Value reduction 0.00 0.00
Subtotal   0.00 120.00
6.  Receivables due on certain programmes
Files open at year end 126.36 0.00
Value reduction – 106.81 0.00
Subtotal   19.55 0.00
7.  Call on the Guarantee Fund — amounts due
Amounts paid to the EIB and recoverable from the debtor 4.83 0.00
Value reduction – 4.83 0.00
Subtotal   0.00 0.00
8.  Other recovery orders
Recovery orders issued 519.97 721.12
Value reduction – 185.20 – 148.22
Subtotal   334.77 572.90
9.  Accrued income and prepaid expenses
Accrued interest and other income to be received 65.83 85.49
Prepaid expenses 71.95 69.80
Subtotal   137.78 153.29
10.  Expenditure to be recorded 0.00 10.78
Total   3 570.34 4 472.52166
annex as off balance sheet commitments
under contingent assets. The amount
shown in the off balance sheet commit 
ments as potential liabilities totals EUR
3 210 million, being the total outstanding
claims pending judgment plus interest
earned on payments received pending
final judgment.
Note also that the accounting treatment of
fines differs for the ECSC in liquidation:
whereas the Commission recognises a re 
ceivable and a revenue once it imposes a
fine, the ECSC in liquidation does not
recognise a revenue until the amount has
been paid without appeal — until settle 
ment, a provision is maintained for ap 
pealed amounts. No new fines have been
issued by the ECSC in liquidation in the
last two years, although a provision of
EUR 3.8 million exists for fines currently
being appealed.
2. Amounts paid to financial intermediaries
but not yet transferred to the final benefi 
ciary. This item includes advance pay 
ments from the budget to public or private
intermediaries selected by the Commis 
sion to carry out the management or for 
ward these payments to the final benefi 
ciaries, either because of provisions
contained in the regulations or as a result
of contractual provisions. This amount,
which totals EUR 1 090 million, repre 
sents funds held by intermediaries at 31
December 2003 (2002: EUR 1 009 mil 
lion). For the split of these amounts by
budget line, see Annex 2 D. The bank in 
terest generated by these amounts is also
included: EUR 46.5 million (2002: EUR
80.5 million).
The issue of pre financing operations and
the integrated accounting and clearance
arrangements for them is to be addressed
as part of the Communities’ accounting
modernisation project. The inventory cur 
rently being made outside the accounts is
a step towards establishing the opening
balance sheet for these items for 2005.
3.  Certain financial instruments are managed
on trust by third party bodies, such as the
EIB, EIF, EBRD, CEB and Eurofer (Euro 
pean Confederation of Iron and Steel In 
dustries). The amount held by these bodies
in trust accounts at 31 December 2003 to 
tals EUR 300.9 million, not including
write down (2002: EUR 201.2 million).
For the split of these amounts by budget
line, see Annex 2 D.
The figure does not include investments in
risk capital funds by these instruments,
which are shown under ‘Other invest 
ments’(see note IV.B.1 of ‘Assets’).
4. The EFTA financial mechanism was intro 
duced in 1993 to support the development
and structural adjustment of certain re 
gions of the European Union. The contrib 
utors, including the Commission, are joint
owners of the funds available. The Com 
mission’s share at 31 December 2003 is
EUR 44.5 million (2002: EUR 61.6 mil 
lion).
5. An advance of EUR 120 million paid to
the Galileo programme was included
under this heading in 2002 but has been
transferred to investments in 2003 (see
also note IV.Aof ‘Assets’).
6. These amounts relate to advances granted
under both the ECIP (EUR 72.6 million)
and MEDIA (EUR 50 million) pro 
grammes. Using the principle of prudence
and based on the risks and uncertainty in 
volved, a value reduction is included for
the ECIP balances of 100 % and EUR 34.2
million for the MEDIA amounts. A review
of the open files is ongoing so as to ascer 
tain the status of all such advances in
order to determine the final amounts to be
refunded to the Commission. When a file
is closed and a receivable is due, a recov 167
ery order is made and the balance will be
transferred to recovery orders.
Also included is an amount of EUR 3.7
million relating to the ‘Eurotech capital’
programme. This concerns amounts not
invested by the financial intermediaries at
31 December 2003 and related interest due
on these amounts.
7. A call was made on the Guarantee Fund
relating to a debt in Argentina and the
amount paid to the EIB. The debt in ques 
tion thus became a debt of the Guarantee
Fund and was still outstanding at 31 De 
cember 2003. Given the nature and cir 
cumstances surrounding this receivable, a
write down of 100 % was considered pru 
dent.
8. These are recovery orders entered in the
accounts at 31 December 2003 as estab 
lished entitlements to be recovered and not
already included under other headings on
the assets side of the balance sheet.
A value adjustment has been entered for
irrecoverable entitlements still to be deter 
mined. Entitlements due for more than one
year are written down by 20 %. A further
cut of 20 % is made for each additional
year. This overall write down is calculated
on the amount of the entitlements out 
standing at the end of the year. Certain en 
titlements, such as entitlements for which
an individual write down is made, are not
included in the flat rate write down.
9. Interest to be received and charges paid in
advance are included under this heading
having been previously shown under the
heading ‘Transitional accounts’.
10.As the payment appropriations carried
over are already contained in the result for
the financial year, only the expenditure to
be charged to non differentiated appropri 
ations are included in this item. These
amounts were also included under ‘Transi 
tional accounts’in prior years.
C. Other receivables
This item basically comprises amounts owed
to the Community institutions by their staff or
by insurance bodies.
(EUR)
Balance at  Balance at 
31.12.2003 31.12.2002
Receivable from personnel 36 929 231.45 41 200 687.23
Amounts due from insurance companies 258 785.79 205 027.79
Total   37 188 017.24 41 405 715.02168
IX. Disposable assets
(EUR)
Description Balance at 31.12.2003 Balance at 31.12.2002
Accounts with Treasuries 10 276 517 701.99 14 901 823 209.61
Accounts with central banks 285 019 770.15 879 213 763.13
Borrowing and lending accounts 40 712 379.08 35 528 631.84
Current accounts 3 264 191 619.62 1 510 008 334.40
Imprest accounts 34 692 865.90 73 104 860.44
Cash in hand 270 046.53 290 276.54
Transfers 5 500 000.00 0.00
Total 13 906 904 383.27 17 399 969 075.96
This heading covers all the funds which the
institutions keep in their accounts in each
Member State and EFTA country (Treasury or
central bank), as well as in current accounts,
imprest accounts and petty cash. The proceeds
of loans made from borrowed funds and loans
granted to improve housing conditions for mi 
grant workers are also included. Amounts re 
ceived in connection with fines issued by the
Commission for which the case is still open
amount to EUR 1 708 million and are kept in
specific current accounts.
Funds totalling EUR 1.4 million kept in im 
prest accounts with two banks outside the
Communities which have gone bankrupt will
probably prove irrecoverable. As a result, and
in accordance with the principle of prudence,
an adjustment has been made for these ac 
counts and entered on the assets side (reduc 
ing the value of the ‘Imprest accounts’ head 
ing).
VIII. Cash investments
The breakdown by maturity date is as follows:
(EUR)
Description Balance at 31.12.2003 Balance at 31.12.2002
Term deposits
Maturity date less than one month 67 991 795.52 36 547 826.21
Maturity date between one month and one year 63 963 547.66 97 684 174.31
Bonds and other fixed income deposits 1 340 501 836.53 1 393 914 863.20
Total   1 472 457 179.71 1 528 146 863.72169 LIABILITIES
(EUR)
31.12.2003 31.12.2002
Budget out turn of the European Communities 5 469 843 705.90 7 413 481 988.34
Result of adjustments – 993 048 251.74 1 268 832 829.48
Result of borrowing and lending activities 102 691.94 211 819.79
Economic out turn of the ECSC in liquidation 337 878 471.92 67 752 039.62
Economic out-turn for the year 4 814 776 618.02 8 750 278 677.23
The economic out turn breaks down as follows:
I. Own capital
The own capital heading consists of:
A. The economic out-turn for
the year
1. Budget out turn of the European Communi 
ties
2. Result of adjustments
3. Result of borrowing and lending activities
4. Economic out turn of the ECSC in liquida 
tion
The budget out turn is EUR 5 469.8 million
and is set out in detail in the budget out turn
2003 table.
Exchange differences included in the econom 
ic out turn are the result of payments and fi 
nancial assets in currencies other than the
euro, in particular those of the three Member
States which have not yet adopted the euro.
As regards financial assets, the value in euro
of the national currencies varies each day in
line with the market exchange rates. Financial
assets are revalued for the purposes of the bal 
ance sheet at the exchange rates on 31 De 
cember. This revaluation produced an ex 
change difference for 2003 of EUR 74
million.
For payments, Articles 1 and 27 of the regula 
tion laying down detailed rules for the imple 
mentation of the financial regulation (1) apply.
The Commission enters payments at the
monthly rates which are inevitably different
from the market rates.
(1) Commission Regulation (Euratom, ECSC, EC) No 3418/93
of 9 December 1993 laying down detailed rules for the im 
plementation of certain provisions of the financial regulation
of 21 December 1977, as amended by Commission Regula 
tion (EC) No 1687/2001 of 21 August 2001 (OJ L 315,
16.12.1993 and OJ L 228, 24.8.2001).170
The result of borrowing and lending activities breaks down as follows:
(EUR)
Instrument Result 2003
Medium term financial assistance (MTA) 6 713.73
Balance of payments (BOP) 2 881.55
Euratom 44 406.51
New Community Instrument (NCI) 48 690.15
Total 102 691.94
The allocation of the result of borrowing and
lending operations for 2003 was not known at
the date of closure.
The result of adjustments breaks down as follows:
(EUR)
Adjustments 31.12.2003 31.12.2002
A. Positive  adjustments
1. Reduction in charges: increase in assets – 56 556 310.94 1 518 898 166.97
(a) Initial costs 0.00 0.00
(b) Intangible fixed assets 7 180 907.10 7 116 474.33
(c) Tangible fixed assets 238 840 030.51 378 597 881.01
(d) Financial fixed assets 39 186 302.15 229 276 528.07
(e) Loans granted from the budget 26 332 225.70 31 815 898.83
(f) Stocks 5 688 540.72 7 127 066.82
(g) Other expenses – 373 784 317.12 864 964 317.91
2.  Depreciation 55 743 667.79 104 386 481.08
3.  Value adjustments 370 248 543.32 1 035 595 167.59
4.  Provisions 330 044 146.29 25 569 219.41
5.  Income resulting from budgetary assets acquired during 
the year but not recovered 2 640 333 412.83 5 943 096 498.61
Subtotal 3 339 813 459.29 8 627 545 533.66
B. Negative  adjustments
1.  Reduction in revenue: reduction in assets 941 541 620.46 1 788 445 663.28
(a) Initial costs 0.00 0.00
(b) Intangible fixed assets 1 476 204.08 250 933.71
(c) Tangible fixed assets 67 222 569.24 89 649 379.35
(d) Financial fixed assets 1 889 089.00 3 376 076.00
(e) Loans granted from the budget 51 855 018.45 26 112 431.46
(f) Stocks 3 021 453.64 8 618 810.28
(g) Cashing of rights stated in previous years 816 077 286.05 1 660 438 032.48
2.  Depreciation 260 637 395.89 244 114 042.60
3.  Value adjustments 160 951 004.48 142 018 419.56
4.  Exceptional depreciation and value adjustments 27 509 824.43 17 667 655.42
5.  Provisions 2 879 842 850.00 5 193 944 066.50
6.  Expenditure to be regularised 16 941 669.09 – 27 477 143.18
7.  Results of related bodies 45 437 346.68 0.00
Subtotal 4 332 861 711.03 7 358 712 704.18
Result of adjustments (A – B)   – 993 048 251.74 1 268 832 829.48171
The result of borrowing and lending operations for 2002 was allocated as follows for the various
instruments:
(EUR)
Instrument Result 2002 Transfer  Transfer  Transfer  from 
of result  to special  special 
to budget  reserve reserve
Medium term financial assistance (MTA) 54 155.46 0.00 54 155.46 0.00
Balance of payments (BOP) 1 962.28 0.00 1 962.28 0.00
Euratom 107 372.69 0.00 107 372.69 0.00
New Community Instrument (NCI) 48 329.36 48 329.36 0.00 0.00
Total 211 819.79 48 329.36 163 490.43 0.00
A summary of the revenue and expenditure
account of the ECSC in liquidation for 2003 is
shown below (note that its results for 2002 re 
late to the period from 24 July to 31 Decem 
ber only, as it was only from 24 July that the
assets were passed to the Communities).
(EUR)
2003 2002
A. Revenues
1.  Interest and similar revenues 119 191 862 62 114 830
2.  Commissions received 298 205 0
3.  Gains on financial operations 11 697 059 10 446 755
4.  Release of provisions 60 982 850 1 907 062
5.  Other revenues 23 677 013 12 662 684
6.  Release of smoothing provision 3 500 000 0
7.  Movement on Guarantee Fund 254 000 000 32 000 000
Subtotal 473 346 989 119 131 331
B. Expenditure
1.  Interest and similar charges 57 938 886 32 986 478
2.  Commissions paid 211 887 89 173
3.  Losses on financial operations 16 214 228 10 914 491
4.  General administrative expenses 280 274 1 455 616
5.  Corrections to fixed asset values 5 648 5 649
6.  Corrections to receivables and provisions 847 414 5 665 306
7.  Other charges 3 470 180 188 424
8.  Exceptional charges 0 74 154
9.  Transfer to the research fund for coal and steel 56 500 000 0
Subtotal 135 468 517 51 379 291
Result for the period (A – B) 337 878 472 67 752 040172
B. Out-turn carried over from
previous financial years
This covers only the cumulative out turn of
economic adjustments given that the budget
out turn is repaid to the Member States and
that the result of borrowing and lending activ 
ities is transferred partly to the reserves and
partly to budget revenue.
The result of adjustments carried over from
previous years has been updated to correct for
an error found in the lease liability amount at
31 December 2002.
Movement in results carried forward from prior years (EUR)
Result Amount
Result carried forward from prior years at 31.12.2002 8 275 052 504.67
Result of adjustments for 2002 1 268 832 829.48
Correction of leasing liabilities at 31.12.2002 – 188 635 397.84
Inclusion of receivable from ECSC in liquidation at 31.12.2002 120 000 000.02
Result carried forward from prior years at 31.12.2003 9 475 249 936.33
C. Reserves
1.  The revaluation reserve comprises the
revaluations of tangible and intangible
fixed assets. The balance at year end relates
entirely to revaluations made on Commis 
sion buildings prior to 2002.
2. The reserve for borrowing and lending ac 
tivities comprises a special reserve set up in
previous years to cover future liabilities re 
sulting from borrowing and lending activi 
ties.
Special reserve for borrowing and lending activities
(EUR)
Instrument Balance at  Transfer to  Transfer from  Transfer  Balance at 
31.12.2002 special special  between  31.12.2003
reserve reserve instruments
Medium term financial 
assistance (MTA) 964 915.85 54 155.46 0.00 0.00 1 019 071.31
Balance of payments (BOP) 117 707.66 1 962.28 0.00 0.00 119 669.94
Euratom 1 064 211.88 107 372.69 0.00 0.00 1 171 584.57
New Community Instrument 
(NCI) 300 000.00 0.00 0.00 0.00 300 000.00
Total 2 446 835.39 163 490.43 0.00 0.00 2 610 325.82
3. The reserves relating to the ECSC in
liquidation are made up of three separate
reserves: a special reserve of EUR 88.1 mil 
lion, a pension reserve of EUR 30 million,
and a reserve for the research fund for coal
and steel (EUR 369.6 million). The increase is
due mainly to the allocation from the result
from 2002 of EUR 229.7 million to the re 
search fund.173
ECSC in liquidation reserves (EUR)
Reserve Balance at  Transfer of  Movement  Balance at 
31.12. 2002 prior result 2003 31.12. 2003
Special reserve 103 800 000.00 0.00 – 15 700 000.00 88 100 000.00
Pension reserve 34 000 000.00 0.00 – 4 000 000.00 30 000 000.00
Research fund for coal and steel 120 200 000.00 229 670 761.32 19 700 000.00 369 570 761.32
Total 258 000 000.00 229 670 761.32 0.00 487 670 761.32
II. Provisions for risks and charges
(EUR)
Description Balance at Balance at
31.12.2003 31.12.2002
Guarantee Fund 1 368 967 899.92 1 382 224 371.71
Provision for costs of decommissioning of nuclear facilities 1 613 467 850.51 1 133 625 000.51
Provision for pension scheme liabilities 21 900 000 000.00 19 500 000 000.00
Other provisions 102 066 089.00 418 853 763.50
Provisions of the ECSC in liquidation 363 650 039.23 674 741 254.62
Total   25 348 151 878.66 23 109 444 390.34
Guarantee Fund
Since the Guarantee Fund may be called on to
cover defaulting debtors at any time, a provi 
sion has been created for liabilities and
charges in line with the principle of prudence.
This provision of EUR 1 369 million (2002:
EUR 1 382 million) corresponds to the target
amount (1) for the Guarantee Fund calculated
on the basis of the amount of loans outstand 
ing at 31 December 2003. The difference be 
tween the amount of the Fund shown on the
assets side and the amount of the provision
corresponds to the surplus to be repaid to the
budget, i.e. EUR 223 million (2002: EUR 263
million) is entered under ‘Own capital’.
Decommissioning of JRC
nuclear facilities
In 2002, a consortium of independent experts
conducted a study into the estimated costs of
the decommissioning of the JRC nuclear facil 
ities and waste management programme.
Their report was received in mid 2003. For
the 2002 annual accounts, the previous provi 
sion of EUR 570 million was amended to the
experts’ estimate of EUR 1 145 million rec 
ommended in this report. The updated provi 
sion also included EUR 76 million as an esti 
mate of the cost required for the ‘greenfield’
option, i.e. total destruction of all the build 
ings. While the value of the provision at 31
December 2002 reflected this estimate less the
EUR 11.4 million costs then incurred, i.e.
EUR 1 133.6 million, for 2003 it was decided
that the provision should be indexed for infla 
tion (at a rate of 2.5 %). This resulted in a re 
vised total estimate for the provision of EUR
1 657 million. Thus, the value of the provision
(1) The target amount corresponds to 9 % of the amount out 
standing.174
at 31 December 2003 is this indexed amount
of EUR 1 657 million less the costs incurred
to date of EUR 43.5 million, giving EUR
1 613.5 million.
In view of the estimated duration of this pro 
gramme (around 30 years), it should be point 
ed out that there is some uncertainty about
this estimate, and the final cost could be dif 
ferent from the amounts currently entered.
Pensions
At 31 December 2003, the provisions con 
cerning the Communities’ pension scheme are
defined by the Staff Regulations of Officials
of the European Communities, and, in particu 
lar, Chapter 3 ‘Pensions’ of Title V ‘Emolu 
ments and officials’ welfare benefits’ and
Annex VIII ‘Rules of the pension scheme’.
They are directly applicable in all Member
States.
The arrangement covers the various types of
pension (retirement, invalidity, survivor’s).
In accordance with Article 83 of the Staff
Regulations, the payment of the benefits pro 
vided for in the pension scheme constitutes a
charge to the Communities’ budget (via the
interinstitutional Chapter A–19 ‘Pensions and
severance grants’). Member States guarantee
the payment of these benefits collectively ac 
cording to the scale fixed for the financing of
this expenditure (paragraph 1, first subpara 
graph). In addition, officials contribute one
third to the long term financing of this
scheme via a compulsory contribution fixed at
9.25 % of the basic salary.
For 2001 and 2002, the provision in respect of
the estimated amount of pension rights was
based on the applicable rules of the old Staff
Regulations. As from 1 May 2004, new Staff
Regulations of Officials of the European
Communities, including, in particular, reform
of the Communities’ pension scheme, will be
in force.
The liabilities under the Communities’ pen 
sion scheme were subject to an actuarial valu 
ation by independent experts at 31 December
2003, also on the basis of the applicable rules
of the old Staff Regulations. This evaluation
covered the advantages connected with retire 
ment, invalidity and survival and was carried
out in accordance with the methodology of
IAS 19. This accounting standard requires the
employer to determine his or her actuarial
commitment on an ongoing basis, taking into
account both the promised benefits during the
lifetime of active employees, and foreseeable
increases in salaries.
The actuarial valuation method used to calcu 
late this liability is known as the projected
unit credit method (or accumulated entitle 
ments method). The results obtained within
the framework of this study were compared
with the estimates based on the previous actu 
arial valuation at 31 December 1997.
Liabilities cover the rights previously defined
for the following persons:
1. staff in active employment at 31 December
2003 in all the institutions and agencies in 
cluded in the Communities’ pension
scheme;
2. former officials receiving a retirement pen 
sion;
3.  former officials receiving a disablement
pension;
4. the recipients of a survivor’s pension (wid 
ows or widowers, orphans, dependants).
The principal actuarial hypotheses used in the
valuation were as follows:
1. the mortality table was constructed on the
basis of the national tables of the officials’
countries of origin, and was corrected to
take account of actual observed mortality
rates;175
2. a discount rate based on the yield on gov 
ernment bonds to 31 December 2003 for a
duration close to that of the scheme, being
2.61 %;
3.  a general revaluation rate of the salaries
and benefits based on revaluation statistics
of the period 1992–2003 and equal to
0.3 %;
4. individual increases beyond the rate of the
general revaluation, varying with age and
corresponding to an average revaluation of
2 % on an annual basis;
5. matrimonial coefficients for active officials
at the time of their departure on retirement,
based on statistics of the population of offi 
cials and equal to 90 % for men and 50 %
for women;
6. the actual marriage situation of former offi 
cials;
7.  departure on retirement at the time when
the official benefits from his full rights, at
the earliest at 60 years old and at the latest
at 65 years.
The two principal impacts are as follows:
— The actuarial liability was valued at EUR
21.9 billion at 31 December 2003, while
the estimate on the basis of the previous
valuation carried out in 1997, updated by
taking the structural changes into account
in the participants’ population, gives an
amount of EUR 19.8 billion.
—  The essential difference between the two
valuations comes from the changes in actu 
arial hypotheses and, more particularly,
from the net discount rate for the increase
in wages, which changed from 2.5 % to
2.3 % and the mortality table which is
more prudent than that used previously.
The calculations of gross pensions and family
allowances are based on the provisions of the
Staff Regulations.
Other provisions
The other provisions concern mainly an esti 
mate of the Communities’ contribution to the
emergency fund for foot and mouth disease
and other animal diseases of EUR 102.1 mil 
lion relating to various Member States (2002:
EUR 418.6 million) (see also point 8 of ‘Off 
balance sheet commitments — Contingent
liabilities’).
Provisions of the ECSC in
liquidation
These provisions cover borrowings not cov 
ered by a guarantee from Member States
(EUR 243 million), a provision for bank costs
of EUR 0.3 million, a provision for the re 
search fund for coal and steel of EUR 116.5
million and a provision for fines being ap 
pealed of EUR 3.8 million.
(million EUR)
Type of pension/grant Number of persons Expenditure
Real Estimate Real Estimate
2003 2004 2005 2003 2004 2005
Retirement pension 6 609 6 987 7 407 413 448 487
Invalidity pension 3 520 3 719 3 904 162 175 191
Survivor’s pension 2 637 2 785 2 897 75 82 87
Severance grant 543 798 500 18 19 20
Total 13 309 14 289 14 708 668 724 785176
III. Long-term liabilities
This heading includes liabilities due in more than one year.
A. Borrowing
This heading includes borrowings which fall due for payment in more than one year’s time. The
detailed movements in borrowing operations in 2003 are as follows:
(EUR)
Description Balance at 31.12.2003 Balance at 31.12.2002
A. Borrowing
Medium term financial assistance (MTA) 1 211 000 000.00 1 241 000 000.00
Euratom 105 000 000.00 80 000 000.00
New Community Instrument (NCI) 0.00 17 678 708.69
ECSC in liquidation loans 428 672 854.67 471 885 847.68
Subtotal 1 744 672 854.67 1 810 564 556.37
B. Other long-term liabilities
Staff funds 28 350 176.47 25 542 948.64
Deposits and guarantees received 2 412 984.34 2 706 356.93
Financial instruments 0.00 5 000 000.00
Leasing debts 1 365 715 654.70 1 180 489 057.86
EBRD subscriptions 18 562 500.00 27 000 000.00
Other  83 907 876.64 106 762 615.95
Subtotal   1 498 949 192.15 1 347 500 979.38
Total 3 243 622 046.82 3 158 065 535.75
(million EUR)
Description Balance New borrowings Repayments Exchange Balance at
31.12.2002 differences 31.12.2003
1. Borrowing
Medium term financial 
assistance (MTA) 1 351 000 000.00 118 000 000.00 – 118 000 000.00 0.00 1 351 000 000.00
Euratom 80 000 000.00 25 000 000.00 0.00 0.00 105 000 000.00
New Community 
Instrument (NCI) 17 678 708.69 0.00 0.00 – 1 362 023.11 16 316 685.58
ECSC in liquidation 712 936 097.13 0.00 – 241 050 249.45 – 40 989 849.01 430 895 998.67
Total 2 161 614 805.82 143 000 000.00 – 359 050 249.45 – 42 351 872.12 1 903 212 684.25
The amounts outstanding on borrowings at 31
December 2003 are entered under long term
liabilities in the case of loans due in more
than a year and under short term liabilities in
the case of loans due in less than one year.
Liabilities from borrowings are guaranteed 
by the Communities’budget.177
B. Other long-term liabilities
Staff funds: This heading covers the unem 
ployment fund for temporary staff at all the
institutions and the welfare fund for Commis 
sion local staff in non member countries.
Deposits and guarantees received: These are
sums deducted as guarantees for the payment
of construction work and the guarantee
accounts for accounting officers, delegate
accounting officers and imprest administrators.
Financial instruments: This item covers a lia 
bility relating to the MTAinstrument.
Leasing: This item covers leasing liabilities
due in more than one year (see note III.E of
‘Assets’).
EBRD subscriptions: This item covers the
payments still to be made on the part of the
capital subscribed by the Commission which
has been called up (see note IV.Aof ‘Assets’).
Other: As it has invoked its purchase option
for a building, Parliament must repay the cost
of investment (see note III.A of ‘Assets’).
Also included here is a tax liability owed by
the Commission to the Brussels Capital Re 
gion of EUR 3.2 million (with a further EUR
3.5 million falling due in 2004).
Split of long term and short term liabilities (EUR)
Description Amount due > 1 year Amount due < 1 year Balance at 31.12.2003
1. Borrowing
Medium term financial 
assistance (MTA) 1 211 000 000.00 140 000 000.00 1 351 000 000.00
Euratom 105 000 000.00 0.00 105 000 000.00
New Community Instrument 
(NCI) 0.00 16 316 685.58 16 316 685.58
ECSC in liquidation 428 672 854.67 2 223 144.00 430 895 998.67
Subtotal 1 744 672 854.67 158 539 829.58 1 903 212 684.25
2.  Other long-term liabilities
Staff funds 28 350 176.47 0.00 28 350 176.47
Deposits and guarantees 
received 2 412 984.34 0.00 2 412 984.34
Financial instruments 0.00 5 000 000.00 5 000 000.00
Leasing debts 1 365 715 654.70 100 876 665.74 1 466 592 320.44
EBRD subscriptions 18 562 500.00 8 437 500.00 27 000 000.00
Other  83 907 876.64 24 176 428.66 108 084 305.30
Subtotal 1 498 949 192.15 138 490 594.40 1 637 439 786.55
Total 3 243 622 046.82 297 030 423.98 3 540 652 470.80178
IV. Short-term liabilities
A. Long-term liabilities falling
due in less than one year
This heading includes borrowings which fall
due for payment in less than one year’s time,
long term leasing debts falling due within the
year, subscriptions to EBRD capital and the
purchase of Parliament’s building complex
(see table above).
B. Other short-term financial
liabilities
Prior to 2003, this item covered payments
booked to the budget in the current year but
only effected by the accounting officer be 
tween the closure of the accounts and 15 Jan 
uary of the following year. However, the
financial regulation that came into force on 
1 January 2003 states that payments can only
be made up to 31 December of the financial
year. Thus, this amount does not exist this
year.
C. Current liabilities
C.1. Member States and EFTA
countries
This item includes amounts owed to EFTA
countries, which include the budget out turn
figures of the current year, EUR 14.1 million,
and the previous year and the balance on the
EFTAcurrent account.
Amending budgets Nos 6 and 7 of 2003 were
adopted by the European Parliament on 4 De 
cember 2003. Together, they resulted in a re 
duction of EUR 4.9 billion in the Member
States’ own resources contributions for 2003.
This was due to a decrease in the credits for
the Structural Funds of EUR 5 billion
(amending budget No 6/2003) and an increase
in payment appropriations for administration
expenditures of EUR 21.9 million (amending
budget No 7/2003). In accordance with Arti 
cle 10(3)(10) of Regulation (EC, Euratom) No
1150/2000, the readjustments related to these
amending budgets took place in January 2004.
To that end, at the end of December 2003, the
Commission had authorised the Member
States to make on the first working day of
2004 the corresponding negative entry in the
own resources account kept by them for the
Commission.
Amounts owed to Member States and EFTAcountries
(EUR)
Description Balance at Balance at
31.12.2003 31.12.2002
EFTA budget out turns (current and previous years) 22 236 558.08 19 113 198.11
EFTA current account 3 674 293.29 2 316 358.83
Amending budget 4 910 166 839.10 0.00
Due to UK in relation to foot and mouth disease claim 23 215 654.00 0.00
Clearance of accounts corrections annulled  0.00 17 106 225.58
Amounts owed by the ECSC in liquidation 584 946.92 640 585.22
Total 4 959 878 291.39 39 176 367.74179
An amount of EUR 23.2 million to be paid to
the UK relating to a claim made for reim 
bursement of certain costs in connection with
the foot and mouth disease outbreak in 2001
is also included under this heading.
C. 2. Non-consolidated Community
bodies
This item covers amounts totalling EUR 15.9
million owed by the institutions to certain
Community bodies which do not come within
the scope of consolidation (2002: EUR 13.6
million).
C.3. Payment appropriations to be
carried over
In accordance with the financial regulation,
payment appropriations carried over to the
following year are entered as budget charges.
The contra entry to these appropriations car 
ried over and not yet used is to be found in the
short term liabilities in the balance sheet. This
amount includes EUR 176.5 million (2002:
EUR 3 254 million) in payment appropria 
tions carried over for structural operations
which is an overall sum as the appropriations
have been calculated on the basis of expendi 
ture estimated by the Member States.
It should be noted that this classification is
being examined as part of the modernisation
of the accounting system project and any
changes deemed necessary will be made for
the 2005 accounts.
At 31 December 2003, the breakdown of appropriations to be carried over, taking all the institu 
tions together, was as follows:
(EUR)
Balance at Balance at
31.12.2003 31.12.2002
Non differentiated appropriations carried over automatically 853 237 812.69 682 597 676.01
Appropriations carried over by Commission decision 348 311 602.93 3 473 257 116.75
Differentiated appropriations for the year from 
contributions from third parties 1 044 474 322.86 691 121 596.08
Total 2 246 023 738.48 4 846 976 388.84180
This item covers debts arising from the activi 
ties of the European Communities as well as
non budget recovery orders.
This item includes revenue not booked, i.e.
revenue that could not be definitively booked
to the budget before the close of the year. Ad 
ditionally, it includes accrued interest on bor 
rowings and swaps. In previous years, these
items were included under the heading ‘Tran 
sitional accounts’. This year, it was consid 
ered more appropriate to include them here.
Under the financial regulation, amounts for
re employment from 2003 onwards are
recorded as assigned revenue, hence the zero
balance above at 31 December 2003.
In previous years, this item also covered con 
version gains on currency items, but this year
the gain is included in the result of adjust 
ments.
D. Other liabilities
These are mainly amounts owed to staff and
revenue to be transferred to various organisa 
tions or other third parties.
C.4. Sundry creditors
(EUR)
Balance at Balance at
31.12.2003 31.12.2002
Other sundry creditors 318 569 936.55 508 060 413.50
Interest accrued 40 142 629.64 63 668 063.58
Revenue to be booked 41 611 936.98 496 572 605.46
Amounts for re employment to be carried over 0.00 147 413 674.32
Total 400 324 503.17 1 215 714 756.86181 OFF-BALANCE-SHEET COMMITMENTS: 
CONTINGENT ASSETS AND LIABILITIES
Contingent assets 
(EUR)
31.12.2003 31.12.2002
1 . Guarantees received 1 487 151 248 1 543 953 426
1.1. Guarantees received for NCI and Euratom instruments 121 316 686 148 599 344
1.2. Other guarantees received 209 017 677 145 574 582
1.3. Guarantees received in respect of fines’ cases pending 1 156 816 885 1 249 779 500
2. Swaps to be received 374 437 630 404 829 637
3. EAGGF-Guarantee — 
net contingent gain on disposal of agricultural stocks 259 170 000 —
4. Contingent assets relating to cases of fraud and 
irregularities concerning structural actions 815 363 000 560 917 000
5. Estimates of amounts receivable 403 946 460 344 448 681
Total 3 340 068 338 2 854 148 744182
Contingent liabilities
(EUR)
31.12.2003 31.12.2002
1.  Guarantees given 13 573 120 182 13 757 120 182
1.1. Guarantees given for EIB loans 13 573 000 000 13 757 000 000
1.2. Guarantees signed by the EIF 0 0
1.3. Guarantees given in relation to financial activities  120 182 120 182
2. Swaps to be delivered 382 392 139 410 677 938
3. EAGGF Guarantee 25 212 545 589 25 499 770 292
3.1. Expenditure incurred by the Member States under 
the EAGGF Guarantee Section between 16 October 2003 
and 31 December 2003 24 419 496 000 24 691 023 000
3.2. Contingent liabilities connected with the clearance of 
the EAGGF Guarantee accounts pending judgment by 
the Court of Justice 770 102 430 771 604 236
3.3. Contingent liability in connection with a procedure 
for correcting advances pending judgment by 
the Court of Justice 14 077 159 4 583 056
3.4. Contingent liabilities relating to the judgments by 
the Court of Justice pending execution 8 870 000 10 000 000
3.5. Contingent losses on the disposal of agricultural stock — 22 560 000
4. Fines — appeals to the Court of Justice 3 210 013 714 3 321 639 326
5. Commitments against differentiated appropriations not 
covered by carry over of payment appropriations 102 620 979 678 95 053 551 303
6. Legal commitments for which budget commitments have 
not yet been made 106 618 208 182 140 851 992 051
6.1. Structural operations 
(aid planned but not committed for the period 2000–06) 94 788 376 821 125 768 662 800
6.2. Cohesion Fund 8 489 281 988 11 356 088 451
6.3. ISPA 2 553 409 104 2 434 166 175
6.4. Protocols with Mediterranean countries 234 128 893 193 400 000
6.5. External relations
KEDO 40 000 000 60 000 000
UNWRA 124 306 875 182 056 875
Shelter fund 22 000 000 40 000 000
6.6. Fisheries agreements  366 704 501 537 617 750
6.7. Galileo programme — 280 000 000
7. Contributions to related organisations 1 240 205 310 922 500 000
7.1. Uncalled share capital: EBRD 442 500 000 442 500 000
7.2. Uncalled share capital: EIF 480 000 000 480 000 000
7.3. Uncalled share capital: Galileo programme 317 705 310 —
8. Contingent liabilities relating to the emergency veterinary fund 538 863 573 1 071 000 000
9. Renovation of the Berlaymont building 552 879 207 552 879 207
10. Long term leasing 1 355 119 965 850 853 824
10.1. Buildings 1 354 372 717 849 492 497
10.2. IT equipment and vehicles 747 248 1 361 327
11. Amounts relating to legal cases 2 403 827 349 21 606 426
11.1. Tax of the Brussels Capital Region 3 674 244 20 006 426
11.2. Litigation: Charlemagne building 1 600 000 1 600 000
11.3. Actions for damages brought against the Commission 2 398 553 105 —
12. Correction of budgetary imbalances p.m. p.m.
Total 257 708 154 888 282 313 590 549
NB: All contingent liabilities (except for swaps) would be financed, should they fall due, by the Communities’ budget in the years
to come. The Communities’ budget is financed by the Member States.183
Contingent assets and liabilities are included
in the annex to the financial statements as off 
balance sheet commitments. These include
commitments made or received that could be
of considerable budgetary significance in the
medium or long term. Whether or not these
commitments are confirmed will depend on
the materialisation (or not) of one or more fu 
ture events that are currently uncertain and
not entirely under the control of the Commu 
nities.
CONTINGENT ASSETS
Point 1
Guarantees received
1.1.  Guarantees received under borrowing
and lending activities
The Commission has received guarantees
from third party guarantors in respect of guar 
antees it has granted on loans under its bor 
rowing and lending activities. The guarantees
received may be classified as follows:
(EUR)
31.12.2003 31.12.2002
Euratom: guarantees by third countries 105 000 000 80 000 000
NCI: banks or long term credit institutions 0 50 920 635
NCI: loans to Member States 16 316 686 17 678 709
Total 121 316 686 148 599 344
The Commission has not received third party
guarantees for loans granted under the medi 
um term financial assistance (MTA) scheme.
However, these loans, totalling EUR 1 356 mil 
lion, are guaranteed by the Guarantee Fund.
1.2. Other guarantees received
These are guarantees received by the Com 
mission in connection with the operation of its
various activities during the year. As part of
the accounting modernisation project, the
Commission is producing a more exhaustive
list of these guarantees for inclusion in future
financial statements.
1.3.  Guarantees received in respect of fines’
cases pending
See note VII.B.4 of ‘Assets’ and point 4 of
‘Contingent liabilities’ for further details of
the treatment of the amounts received in rela 
tion to fines issued. In summary, the recipient
of a fine wishing to appeal can either provide
a bank guarantee for the amount (and interest)
in question or make a provisional payment. A
total of EUR 1 156.8 million of such bank
guarantees was received at 31 December 2003
and is shown as a contingent asset.
Point 2
Swaps to be received
These are swaps entered into by the Commis 
sion and ECSC in liquidation outstanding at
year end.184
Point 3
EAGGF-Guarantee — 
net contingent gain on disposal
of agricultural stocks
The situation as regards stocks was estab 
lished at 30 September 2003 and the addition 
al depreciation of stocks was calculated at 30
September 2003 and entered. The expected
selling prices for products from public stocks
might change in line with the market situa 
tion. The situation update of market prices in
February 2004 shows a contingent gain of
EUR 259.2 million (2002: contingent loss of
EUR 22.56 million) compared with the end of
2003.
Point 4
Fraud and irregularities
Structural operations
This amount is based on the formal reports
submitted by the Member States in accor 
dance with Commission Regulation (EC) No
1681/94. This shows the difference between
amounts identified by the Member States as
still to be recovered (calculated on the basis of
established entitlements or estimates) and
amounts already recovered or declared ir 
recoverable. This represents a theoretical
maximum rather than the amounts that will
actually be made available to the Communi 
ties’budget, for the following reasons:
—  The Member States do not always report
the results of their recovery operations
(and certainly not promptly).
—  Although Member States must inform the
Commission of the likelihood of recovery,
it is impossible to determine exactly what
proportion of the amounts still to be recov 
ered will actually be recovered. National
laws sometimes provide for a 30 year limi 
tation period, which may well make the
national authorities think twice about for 
mally writing off the debt even if the
chances of recovery are only theoretical.
For structural operations, Member States
must now send the Commission once a
year a statement of the amounts awaiting
recovery (Article 8 of Commission Regu 
lation (EC) No 438/2001) to give a better
picture of the actual situation.
—  Even if the Member State concerned
launches recovery proceedings in time, a
positive outcome is not guaranteed. This is
particularly true where recovery orders are
contested in the courts.
— Individual projects are co financed as part
of multiannual programmes. As long as a
multiannual programme has not been
closed, it is impossible to put an exact fig 
ure on the amounts to be recovered be 
cause the sums involved in irregularities
may, in certain circumstances, be reallocat 
(EUR)
31.12.2003 31.12.2002
Commission: exchange rate swaps 125 000 000 125 000 000
ECSC in liquidation: interest rate swaps 164 307 097 187 592 896
ECSC in liquidation: interest and exchange rate swaps 85 130 533 92 236 741
Total 374 437 630 404 829 637185
ed to other, legitimate, projects and be 
cause payment by instalments, in particular
final payments, can sometimes be used as
a means of adjusting expenditure. The fig 
ures in these tables are provisional figures
based on the reports received and
processed up to the end of March 2003.
These figures may therefore be changed in
line with further reports arriving late.
The prospects of recovery in individual cases
cannot be assessed with sufficient accuracy
from the information forwarded by the Mem 
ber States.
On the date when the consolidated statements
on the implementation of the budget were
drawn up, the annual report on the fight against
fraud for 2003 had not yet been adopted.
Point 5
Estimates of amounts receivable
An estimate of the amount receivable is first
to be made by the authorising officer respon 
sible in respect of any measure or situation
that may give rise to or modify an amount
owing to the Communities. Estimates of
amounts receivable are to specify the type of
revenue and the budget item to which they are
to be booked and, as far as possible, the par 
ticulars of the debtor and the estimated
amount. Subject to Article 161(2) of the finan 
cial regulation, an estimate of amounts receiv 
able does not generate commitment appropri 
ations. The estimate of amounts receivable is
regularised, when the recovery order is drawn
up, i.e. when the entitlement is certain, of a
fixed amount and due.
CONTINGENT LIABILITIES
Point 1
Guarantees given
1.1.  Loans granted by the European Invest-
ment Bank (EIB) to third countries from
its own resources
As formulated, the guarantee legally covers
the loans signed by the EIB at 31 December
2003 (including loans granted to Member
States before accession). However, the Com 
munities’ guarantee is limited to a percentage
of the ceiling of the credit lines authorised:
65, 70, 75 or 100 %. Where the ceiling is not
reached, the Communities’ guarantee covers
the full amount.
At 31 December 2003, the amount outstand 
ing totalled EUR 13 573 million (2002: EUR
13 757 million) and this, therefore, is the
maximum risk faced by the Communities.
For loans covered by the Communities’ bud 
get guarantee, the EIB also obtains guarantees
from third parties (States, public or private fi 
nancial institutions); in these cases, the Com 
mission is a secondary guarantor. The Com 
munities’ budget guarantee covers only the
political risk of guarantees provided under the
title ‘Risk sharing’. The other risks are cov 
ered by the EIB should the primary guarantor
not honour the undertakings given.
For guarantees provided under the title ‘Non 
risk sharing’, all the risks are covered by the
Communities’ budget should the primary
guarantor not honour its undertakings given.
If the primary guarantor is a public authority,
these risks are confined as a rule to the politi 
cal risk, but when the guarantees are provided
by an institution or a private company, the
Communities’ budget might also have to
cover the commercial risk.186
The loans granted by the EIB from its own re 
sources to third countries and covered by the
Communities’ budget guarantee are as fol 
lows:
(million EUR)
Risk sharing Non risk sharing Total Total
31.12.2003 31.12.2003 outstanding outstanding
31.12.2003 31.12.2002
Public Private
authority company
65 % guarantee 1 006 2 170 332 3 508 2 589
70 % guarantee 726 3 225 656 4 607 4 587
75 % guarantee 0 2 376 396 2 772 3 255
100 % guarantee 0 1 900 786 2 686 3 326
Total 1 732 9 671 2 170 13 573 13 757
1.2.  Guarantees signed by the European
Investment Fund (EIF)
At 31 December 2003, the EIF had signed
guarantees and commitments in venture capi 
tal operations totalling EUR 3 055.3 million;
however, of this amount, EUR 1 357.4 million
relates to the portfolio of guarantee operations
for projects related to the development of
trans European networks (TENs) that has
been transferred to the EIB (the relevant
agreement was signed with the EIB on 7 De 
cember 2000). The EIB bears the risk of the
transactions (with the EIF remaining the guar 
anteeing party under the relevant guarantee
agreements) and in return is entitled to receive
the related fees (utilisation fee plus commit 
ment fee) from the intermediaries. Excluding
these amounts, since the EIF bears no risk, the
total guarantees given and commitments in
venture capital operations by the EIF at 31
December 2003 is EUR 1 697.9 million; this
represents a maximum potential risk of EUR
509.4 million for the European Communities,
as the Communities contribute 30 % of the
capital of the EIF. The total capital subscribed
by the Communities is EUR 600 million, of
which 20 % has been called up.
In the 2002 financial statements, the European
Communities mistakenly included a contin 
gent liability relating to these TEN guaran 
tees. The comparative figures have now been
adjusted accordingly — in fact, the amount of
guarantees outstanding and commitments in
venture capital operations should have been
EUR 1 562 million (Communities’share EUR
468.6 million).
As the EIF is consolidated using the equity
method, the calculation of the maximum com 
mitment from the Communities’ budget takes
account of not only the capital, but also the
European Communities’ share of the EIF’s
total own resources. The Communities’ share
of the EIF’s own resources totals EUR 170.2
million (2002: EUR 166.5 million) (see also
note IV.A of ‘Assets’). The capital not called
up totals EUR 480 million. Given these fig 
ures, in the worst possible scenario the Euro 
pean Communities would not have to repay
any further amounts should all the guarantees
be called in and thus no contingent liability is
shown for 2003 or 2002.
The proportion of the capital subscribed by
the European Communities which has not187
been called up (80 %) is also included in the
off balance sheet commitments as a contin 
gent liability (point 7).
1.3. Guarantees in relation to financial activi-
ties
The amount relates to guarantees given by the
Communities relating to JOP facility 3. The
Communities’ risk is capped at the amounts
shown.
Point 2
Swaps to be delivered
These are swaps entered into by the Commis 
sion and ECSC in liquidation outstanding at
year end:
(EUR)
31.12.2003 31.12.2002
Commission: exchange rate swaps 130 000 000 135 000 000
ECSC in liquidation: interest rate swaps 164 307 097 187 592 896
ECSC in liquidation: interest and exchange rate swaps 88 085 042 88 085 042
Total 382 392 139 410 677 938
Point 3
EAGGF-Guarantee
3.1. Expenditure between 16 October 2003
and 31 December 2003
In the case of the Guarantee Section of the
European Agricultural Guidance and Guaran 
tee Fund, the payments are those effected by
the Member States between 16 October 2002
and 15 October 2003, provided that the ac 
counting officer was notified of the commit 
ment and authorisation by 31 January 2004.
Payments made by Member States between
16 October 2003 and 31 December 2003 are
included in the off balance sheet commit 
ments.
3.2. Clearance of accounts
Contingent liabilities towards the Member
States connected with the clearance proce 
dures. The determination of the final amount
of the liability and the year in which it will be
charged to the budget will depend on the
length of the procedure before the Court of
Justice.
3.3. Contingent debt pending a judgment by
the Court
Contingent debt towards a Member State as
part of a procedure lodged with the Court of
Justice concerning correction of advances.
3.4. Contingent debts in respect of judgments
pending execution
Contingent debts for which the Commission
decision has not been taken by the date on
which the accounts are closed and for which
the compensation arrangements need to be
agreed on between the parties concerned.188
Point 4
Fines
As the fines imposed by the Commission for
infringement of competition rules are entered
in the result for the financial year, it has been
decided that for both fines for which an ap 
peal has been lodged (1) and for those where it
is unknown if an appeal will be made should
be included as a contingent liability in the off 
balance sheet commitments pending a deci 
sion by the Court of Justice. This contingent
liability will be maintained until a decision
that acquires the authority of a final decision
(see also note VII B.4 of ‘Assets’).
(1) Even if the appeal against fines imposed in 2003 was made
in 2004 before the closure of accounts.
Fines outstanding (million EUR)
Year Appeals presented Provisional  Appeal  Total
payments, not  known, contingent 
With bank  Provisional Neither  Total
appeal not  no amounts liability
guarantees payment made payment nor 
known received
guarantee
Pre 2003 1 142.8 1 350.3 171.5 2 664.6 0.0 16.9 2 681.5
2003 14.0 10.4 15.2 39.6 12.3 375.8 427.7
Total 1 156.8 1 360.7 186.7 2 704.2 12.3 392.7 3 109.2
The table above shows the state of play of
fines imposed by the Commission that were
still pending a legal decision when the ac 
counts were closed. Once notified, debtors
who do not accept the Commission decision
fining them are entitled to lodge an appeal
with the Court of Justice. However, the princi 
pal of the fine has to be paid within the pre 
scribed time limit, since, under Article 242 of
the EC Treaty, appeals do not have suspensory
effect. Debtors have two options: they can
either provide a bank guarantee or make a
provisional payment.
Only once the final judgment is delivered
does the accounting officer either refund the
full amount of the provisional payment plus
the interest on the principal or irrevocably
collect the amount of the fine, as fixed by the
final judicial decision, refunding, if appropri 
ate, the provisional payment together with the
interest.
Interest earned on provisional payments (EUR
100.8 million) is included in the result of ad 
justments for the year and also as a contingent
liability to reflect the uncertainty of the
amounts.
Point 5
Outstanding commitments
(RAL)
Commitments against differentiated appropri 
ations still outstanding at 31 December 2003
totalled EUR 103.9 billion of which EUR
1 264.6 million is covered by carry overs of
payment appropriations from 2003 to 2004.
The latter already feature in the budget out 
turn for the year as budget liabilities, so they
are not included in the potential liabilities.
The outstanding commitment total of EUR
102.6 billion is the maximum potential com 
mitment.189
The overall amount of outstanding commit 
ments has been growing over the last 10
years, most of the increase being linked to the
increase over the same period in commitment
appropriations and corresponding to the de 
ferred completion of the operations covered
by the budget commitments. These normal
outstanding commitments are the direct and
legitimate consequence of the implementation
of the Communities’ budget. For 2003, the in 
crease in commitments outstanding (before
carry over) was 5 %, compared with 14 % in
2002, mainly due to the gradual stabilisation
of the situation for the Structural Funds in
2003.
In a joint declaration of 25 November 2002,
the Commission, Parliament and Council em 
phasised the need to contain the amounts still
to be cleared and to eliminate ‘abnormal out 
standing commitments’ in the medium term.
Potentially abnormal outstanding commit 
ments were defined in this declaration, by
common agreement, as consisting of dormant
commitments for which no payment had been
made for the past two financial years and old
commitments that have been in the budget for
at least five financial years.
As a result of this declaration, the Commis 
sion undertook to present, along with the pre 
liminary draft budget for 2004, the results of
the Commission’s endeavours to examine all
potentially abnormal RAL cases, identified as
at 31 December 2002, by the end of 2003.
Furthermore, as required by the joint declara 
tion, the Commission provided progress re 
ports to the budgetary authority, in particular
focusing on those budget lines identified in
the annex to the declaration, on the account 
ing situations as at 31 March 2003 and 31
July 2003. In these progress reports, the bud 
getary authority was informed of the findings
of this examination, including the measures
taken by the Commission to prevent abnormal
commitments from re emerging in the future.
By the end of 2003, the results, covering
99.9 % of the potentially abnormal RAL com 
mitments of the Commission, were as fol 
lows:
(million EUR)
Structural Internal  External Pre accession Total
Funds policies action aid
Potentially abnormal RAL at the beginning of 2003, 
of which: 13 249 1 225 2 573 226 17 273
— paid in 2003 3 005 346 542 63 3 956
— decommitted in 2003 2 110 250 358 20 2 738
— amounts retained after examination of commitments 8 130 628 1 673 143 10 574
Potentially abnormal RAL not examined at 
the end of 2003 4 1 0 0 5
The potentially abnormal RAL that has been
retained is based on case by case examina 
tions, with justifications supplied, that pay 
ments are still to be made on the basis of the
outstanding commitments.190
Point 6
Legal commitments without a
budget commitment
These contingent liabilities originated because
the Commission decided to enter into legal
commitments in respect of amounts that were
not covered by commitment appropriations in
the budget.
Under the interinstitutional agreement and,
more generally, the rules relating to the bud 
get, the following expenditure must be record 
ed as off balance sheet commitments in view
of the volume of financial commitments
which arises.
—  The Structural Funds and the Cohesion
Fund represent expenditure targets and the
whole allocation shown in the financial
perspective is meant to be matched by de 
cisions. As a result, contingent commit 
ments are evaluated at a maximum (points
6.1 and 6.2).
—  A second more binding level of commit 
ment arises once there is a legal decision
for each programme or project (see table
below).
—  ISPA: In itself, the ISPA regulation does
not lead to off balance sheet commitments
as it does not provide for an annual alloca 
tion or even a total allocation. This is de 
termined each year by the budgetary au 
thority in line with the financial
perspective. The ceilings in Heading 7
(‘Pre accession’) are not expenditure tar 
gets and the interinstitutional agreement al 
lows a degree of flexibility between the
various pre accession instruments. On the
other hand, ISPA generates contingent lia 
bilities in connection with the individual
projects as they involve a number of annu 
al tranches of which only the first is cov 
ered by a budget commitment when the de 
cision is adopted (point 6.3).
—  The commitments made under financial
protocols with Mediterranean non member
countries: The amount included in point
6.4 is the difference between the total
amount of the protocols signed and the
amount of the budget commitments en 
tered in the accounts. The increase in these
contingent liabilities corresponds to de 
commitments in 2003. These protocols are
international treaties that cannot be wound
up without the agreement of both parties,
although the process of winding them up is
ongoing.
—  Commitments entered into with specified
third parties for other operations outside
Heading 4, relating to specific amounts
over a fixed period (points 6.5 and 6.6).
— See point 7.3 below and also note VII.B.4
of ‘Assets’ for details on the Galileo pro 
gramme (point 6.7).
The other multiannual programmes do not
contain any commitments to be included
under contingent liabilities: expenditure in fu 
ture years is conditional on the annual deci 
sions by the budgetary authority or changes in
the rules concerned.
Legal commitments not followed up by a bud 
get commitment total EUR 84.2 billion 
(2002: EUR 114.7 billion) and correspond to
the difference between the value of the pro 
grammes adopted by the Commission at 31
December 2003 and the amount of budget
commitments entered into in respect of these
programmes and implemented between 2000
and 2003.191
ISPA (million EUR)
ISPA contribution Budget Maximum
to projects adopted  commitments contingent
by the Commission commitments
in 2000 and 2003
(a) (b) (a   b)
6 8934 340 2 553
Point 7
Contributions to related
organisations
This sum represents payments outstanding on
non called up capital subscribed by the Com 
mission.
7.1. Uncalled share capital: EBRD
(million EUR)
EBRD Total Commission 
EBRD capital subscription
Capital 20 000 600.0
Paid in 5 250 157.5
Uncalled 14 750 442.5
7.2. Uncalled share capital: EIF
(million EUR)
EIF Total   Commission 
EIF capital subscription
Capital 2 000 600
Paid in 400 120
Uncalled 1 600 480
(million EUR)
Structural Amount  available Legal Budget Maximum Legal
Funds (1) under the financial commitments commitments potential commitments
perspective concluded 2000 03 commitments with no budget
(current prices)  in 2000 03  (2) commitment
(a) (b) (c) (a   c) (b   c)(*))
Objective 1 147 098 138 809 80 919 66 179 57 890
Objective 2 24 242 23 230 13 810 10 432 9 420
Objective 3 26 054 24 947 14 467 11 587 10 479
FIFG (outside Objective 1) 1 198 1 148 661 537 487
Communities’ initiatives 11 295 11 140 5 241 6 054 5 899
Total 209 887 199 273 115 098 94 789 84 175
(*) Budget commitments in respect of the networks are not included unless they take the form of a programme with annual tranches.
(1) Commitments from Chapter B2 16 (‘Innovation measures and technical assistance’) are not included in this list as they are not
likely to have generated any off balance sheet commitments.
(2) Including appropriations cancelled and those which have not been carried over or transferred in 2000, 2001, 2002 and 2003.
Commitments on multiannual 
programmes
Cohesion Fund (million EUR)
Total Budget Maximum
allocation commitments potential
2000 06 (*) commitments
(a) (b) (a b)
19 519 11 030 8 489
(*) Under the ceiling for the Cohesion Fund in the financial
perspective in force at 31 December 2003.192
7.3. Uncalled share capital: Galileo
programme
(million EUR)
Galileo Total  Galileo  Commission 
programme programme subscription
capital
Capital 570 520
Paid in 132 122
Uncalled 438 398
Pursuant to Council Regulation (EC) No
876/2002 of 21 May 2002, the Commission’s
contribution to the Galileo programme is EUR
520 million. This commitment is for a period
of four years ending on 20 May 2006. In
2002, budget commitments totalling EUR 240
million were entered in the accounts, against
which grants of EUR 120 million were paid.
EUR 2 million of interest earned on the Com 
mission contribution was treated as an in 
crease in its subscription. A further EUR 80
million was committed in 2003 without fur 
ther payments and is included in the RAL
(above) and so deducted from the above total
(see also note VII.B.4 of ‘Assets’).
Point 8
Emergency veterinary fund
This heading covers amounts for foot and 
mouth disease primarily, but also other dis 
ease eradication costs that may have to be
borne by the Communities’ budget. The
amounts entered represent the maximum pos 
sible liability minus the amounts already en 
tered as provisions.
The largest amount relates to the foot and 
mouth disease crisis, primarily in the UK,
which ran from February 2001 to September
2001. On the spot financial checks are ongo 
ing for the only remaining UK claim of EUR
483 million, while a provision of EUR 40 mil 
lion is recognised in the accounts at year end.
Thus, the difference between the total claim
and the amount provided for, in this case EUR
443 million, is included as a contingent liabil 
ity here. The balance relates to similar claims
from other Member States.
Point 9
Renovation of the Berlaymont
building
An agreement was signed between the Com 
mission, the Belgian State and S. A. Berlay 
mont on 13 November 2002. It fixes the max 
imum price the Commission will have to pay
and a deadline for the building to be made
available. The long term lease (27 years) for
the Berlaymont building has not yet been
signed. The amount entered as a contingent li 
ability is the value of the building before ren 
ovation (EUR 49 578 705) and a fixed amount
(EUR 503 300 502) covering the cost of the
renovation work and all other costs.
The Berlaymont building does not yet figure
in the balance sheet of the Communities at 31
December 2003, since the finance leasing
contract has not yet been signed and no pay 
ment was made in 2003.
Point 10
Long-term leases
10.1. Buildings
This heading covers buildings occupied under
a long term leasing contract (with an initial
term of more than five years) which do not
meet the conditions for entry on the assets
side of the balance sheet. The amounts indi 
cated correspond to commitments still to be
paid during the term of the contract, except
for the Court of Justice’s Palais building,
which is occupied under an indefinite lease;
here, the amount of EUR 2.1 million corre 
sponds to the annual rent.
In accordance with the framework contract re 
lating to the construction of one or more ex 193
tensions to the building of the Court of Audi 
tors, signed on 15 December 1999, the Lux 
embourg State undertakes to grant the Court a
building lease on the land for the first exten 
sion at the price of EUR 1 for a period not ex 
ceeding 49 years. Any further building leases
on other land needed for the other extensions
must not exceed the expiry date of the build 
ing lease granted for the first extension.
The Luxembourg State also undertakes to sell
the land at any time at the market rate deter 
mined by a joint expert opinion. For its part,
the Court undertakes to do all it can to pur 
chase the land from the Luxembourg State. It
will ask the budgetary authority for the neces 
sary funds.
The Commission is in negotiations with the
owner of a building for which rental payments
have been made on a provisional basis since
1999. The purpose of the negotiations is to fix
a rental value that does not exceed the ad 
vance provided for in the existing agreement
protocol, while the building is being brought
up to standard.
Point 11
Amounts related to legal cases
11.1. Brussels Capital Region tax
In 1993, the Brussels Capital Region intro 
duced a tax on office workers. The Commis 
sion asked the regional authorities about its
exemption under the protocol on privileges
and immunities. The initial reply given was
favourable.
However, this position was reversed as a re 
sult of legal proceedings brought by the own 
ers of some of the buildings occupied by the
Commission. The Commission has reached
agreement with the Brussels authorities and
agreed an amount of EUR 9.9 million to be
paid over the period 2003–05. There is, how 
ever, still one claim not yet finalised and this
amount is included under this heading for 31
December 2003.
11.2.  Dispute concerning the acceptance of
work done on the Charlemagne building
Legal action has been brought concerning
work carried out on the Charlemagne build 
ing. The dispute is between the Charle 
magne’s previous owner and the company that
carried out the work. Should the previous
owner lose the case, the Commission would
have to foot a bill of EUR 1.6 million.
11.3. Actions for damages brought against the
Commission
This heading relates to two actions for dam 
ages currently being brought against the Com 
mission. The first was brought against it in
June 2003 in relation to a ruling made by the
Commission. The claim is for EUR 735 mil 
lion. The Commission submitted its defence
in February 2004. The deadline for the appli 
cant’s reply is the end of May 2004. The
Commission will then submit a rejoinder.
In the second case, an action for damages was
brought in October 2003, also in relation to a
ruling made by the Commission. The claim is
for EUR 1 664 million. The Commission sub 
mitted its defence in February 2004. The
deadline for the applicant’s reply is 14 June
2004. The Commission will then submit a re 
joinder. 
Neither case is likely to be decided before late
2005. It should be noted that in an action for
damages under Article 288 of the EC Treaty
the applicant must demonstrate a sufficiently
serious breach by the institution of a rule of
law intended to confer rights on individuals,
real harm suffered by the applicant, and a di 
rect causal link between the unlawful act and
the harm. In both cases, the Commission has
vigorously denied any liability in damages.European Commission
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